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MONDAY, MAY 19, 1958 


Unirtep States SENATE, 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
SPECIAL SUBCOMMITTEE INVESTIGATING 
Minirary Arr TRANSPORT, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10 a. m., in room G-16, 
the Capitol, Senator A. S. Mike Monroney, presiding. 

Senator Monroney. The Special Subcommittee of the Interstate 
and Foreign Commerce Committee Investigating Military Air Trans- 
port will be in session.* 

This is the first of a series of hearings to be held on the study of 
the Military Air Transport Service, commonly known as MATS. 

This subcommittee intends in these hearings to determine whether 
or not MATS is functioning within the scope intended by Congress 
and its peacetime military mission or whether to a point beyond, so 
that it is impeding the expansion and services of the commercial air 
carriers. 

MATS has attained the status of one of the largest airlines in the 
world. Less than 10 years after its inception, this air service is flying 
110,000 miles of scheduled routes with bases and activities in more 
than 30 countries. They employ 125,000 civilian and military per- 
sonnel who fly, guide, and maintain nearly 1,500 aircraft. The De- 
partment of Defense has assigned MATS varied and important peace 
and wartime missions ranging from air evacuation and weather 
service to the worldwide carriage of troops and supplies. 

We must remember, however, that our civilian airline companies 
also perform vital peacetime and wartime services. During the 
Korean conflict, our commercial airlines carried for the military 67 
percent of the passengers, 56 percent of the cargo, and 70 percent of 
the mail. These services enabled the United States and the United 
Nations to maintain a successful operation in a remote area. It is my 
firm conviction—and I believe one shared by my fellow subcommittee 
members—that United States civil air carriers must be encouraged 
in their necessary dual role. 

Both MATS and the civilian air companies answered at our request, 
carefully detailed questionnaires covering a wide range of factual 


NotTe.—Staff members assigned to this hearings Albert B. Luckey and Gerald 
B. Grinstein. 





10n August 20, 1957, a special subcommittee was appointed to make a study of the 
operation of the Military Air Transport Service (MATS) and the Military Sea Transporta- 
tion Service (MSTS). The subcommittee consists of Senators Monroney (chairman), 
Magnuson, Bible, Bricker, and Schoeppel. The hearings with respect to the MSTS will 
be the subject of a separate inquiry. 
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issues. We find that 72 percent of the commercial air carriers claim 
MATS has taken business that should have been carried by them. Of 
the airlines who stated they were affected, 38 percent discontinued or 
decreased services and 50 percent refrained from establishing new 
services or expanding established services. In addition, 67 percent of 
the carriers refrained from purchasing or constructing new transport 
equipment with a dollar value estimated at $262,500,000. One air 
carrier, now defunct, says it can trace its demise directly to the failure 
of the Defense Department to utilize commercial carriers. 

It will certainly be the task of this subcommittee to develop what- 
ever facts or means are necessary to correct any condition that may 
threaten the welfare and continued existence of our young but neces- 
sary air-transport industry. At the same time we solemnly recognize 
our efforts in this particular must in no way weaken our national 
defense program. 

With this background and these issues in mind, the subcommittee 
will hear testimony in the hopes of resolving at least some of the 
problems of one of the most dynamic fields in the world today—air 
transportation. 

We regret that the other members of the subcommittee are tempo- 
rarily delayed in Appropriations Committee hearings. We hope that 
Senator Schoeppel and Senator Bricker will join us later today. 

Senator Magnuson is presiding over an Appropriations Committee 
hearing, and Senator Bible is unavoidably absent from the city. 

The first statement will be by the Honorable Dudley C. Sharp, 
Assistant Secretary of the Air Force, Materiel, for the Department 
of the air Force. 

We are glad to have you proceed, Mr. Secretary, in your own way. 

I presume you would want to finish your own statement before any 
interruptions. 

Secretary Swarr. Yes, sir; I would appreciate that, Mr. Chairman. 
I have a statement which I would like to read, with your permission. 


STATEMENT OF HON. DUDLEY C. SHARP, ASSISTANT SECRETARY 
OF THE AIR FORCE, MATERIEL, DEPARTMENT OF THE AIR FORCE 


Secretary Suarp. My name is Dudley C. Sharp. I am Assistant 
Secretary of the Air Force for Materiel. 

Mr. Chairman and members of the committee, I wish to express 
appreciation on behalf of the Department of Defense for the privi- 
lege you have extended, in inviting us to appear before this committee. 
We are well aware of the committee’s desire to improve the present 
economic condition of the airlines, insure long-term stability and 
growth, and protect the future welfare of the Nation. 

We also appreciate the attention that this committee has directed 
toward military air transport matters. We hope to indicate clearly 
the requirement for strong and effective military airlift forces, in 
instant readiness, and the absolute necessity for such forces in the 
interest of national security. 

We shall attempt to spell out in detail the reasons why the mili- 
tary air transport force is so important to the missions of the De- 
partment of Defense. We are confident that our case for military 
airlift is sound. 








STUDY OF MILITARY AIR TRANSPORT SERVICE 3 


The size and operating rate of MATS has been established on the 
basis of the tasks and missions which it must perform at the out- 
set of an emergency. These missions are based on overall Depart- 
ment of Defense needs, approved by the Joint Chiefs of Staff. ‘They 
represent hard-core requirements, for which, as I will explain, we 
must rely exclusively on military airlift for guaranteed performance. 

In planing for the employment of MATS, we have established 
three general objectives. These are: 

(a) To acquire and maintain in being military air transport forces 
which are capable of meeting the immediate action requirement, and 
when augmented by civil air transport resources, are qualitatively and 
quantitatively capable of providing the airlift support required for 
— implementation of war plans approved by the Joint Chiefs 
of Staff. 

(6) To achieve, in those military air transport forces, a state of 
trained readiness and peacetime rate of operation which will insure 
their ability to respond instantly to an emergency and will enable them 
to carry out their missions at the higher operating rate required by 
wartime needs. (In peacetime the airlift generated will be used to 
reduce Department of Defense airlift costs.) 

(c) To utilize augmenting civil air transport resources and serv- 
ices in an emergency to the extent that they are available and needed 
in support of military operations. In consideration of the predom- 
inant passenger carrying capability of the airlines, the civil carriers 
would handle the major share of the overall wartime passenger re- 
quirements. In peacetime, civil carriers will be used to the maximum 
practicable extent, consistent with military requirements and the 
proper utilization of military resources. 

Right here I believe it would be appropriate to draw a parallel 
between certain Active and Reserve Forces to illustrate how we have 
pursued these objectives. It has been generally accepted that the 
outcome of any future major conflict will be heavily influenced by the 
decisive force of our combat units applied on a tightly compressed time 
scale. It, therefore, follows that the requirement for instantaneous 
reaction can be met only by combat-ready forces which are now in 
being, trained, disciplined, and experienced at their tasks. 

Augmentation forces, which can be ready for action in 2, 5, 10 days 
or more, are an absolute necessity if follow-on requirements are to be 
met. However, planning the use of Reserve forces for initial actions 
that must be launched in minutes and hours is unsound and unsafe. 

The primary, specific objective of military air transport forces is to 
provide airlift for initial emergency combat deployments and other 
military requirements which cannot be satisfied by surface movement 
or by nonmilitary airlift efforts. Therefore, we have established and 
must maintain our essential military airlift forces to respond to the 
critical initial period. However, we rely heavily on civil industry for 
reserve support in the form of the Civil Reserve Air Fleet, just as we 
depend on the Air National Guard and military Reserve units to back 
up our tactical and air defense forces. 

The prime military requirements for airlift are those which demand 
instantaneous, positive response, which is possible only with military 
strategic airlift forces. We are approaching the realization that the 
outcome of the decisive phase of an all-out war will be determined by 
the effectiveness of those strike forces, and supporting elements, ac- 
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tually available at the very outset of an emergency. I wish to em- 
phasize that the “emergency” will not necessarily arise only after an 
enemy attack has been launched. 

The transport force now in MATS has been developed in consonance 
with the objectives and principles just described. The size of this force 
is related primarily to the overall Department of Defense airlift needs 
for a general war, but this, of course, does not preclude the use of this 
force to support a local action. The heavy transports of the Tactical 
Air Command which were transferred to MATS in connection with the 
single ete assignment for air service have always been earmarked 
to augment MATS in an emergency. Hence, their transfer to MATS 
does not, in itself, represent a net increase in emergency airlift ca- 
pability. 

The types of aircraft presently operated, as well as programed types, 
are designed to meet military requirements. Thus, the only new air- 
craft now on order for MATS are C-133’s, a strictly cargo aircraft 
unsuitable for carrying passengers except in an emergency. We may 
have a need for specialized long-range troop-carrying aircraft to 
handle initial emergency requirements, but the future Air Force efforts 
will be directed primarily toward improving the heavy-cargo airlift 
situation, in view of the expanding passenger capability of the civil 
fleet. It is now expected that future Air Force strategic transports 
willl be essentially heavy-cargo aircraft. 

Like our need for aircraft, our peacetime rate of operation is deter- 
mined solely by the wartime requirements. 

In order to function as an integral part of the combat forces, MATS 
must train and exercise in peacetime at a rate from which it can 
expand effectively in an emergency. Furthermore, MATS proficiency 
in the airlift function must go beyond flying skills and embrace an 
entire air transport system immediately responsive to war action. It 
must consist of terminal operations, communications, control teams, 
maintenance, and many other elements. In generating this capa- 
bility, MATS training differs somewhat from that practiced by other 
military forces in several respects : 

First, the MATS wartime mission is basically but an expansion of 
its normal functions; hence realistic training is the essence oF its peace- 
time activity. Even its support of SAC peacetime rotations and 
simulated combat missions can be conducted under conditions very 
similar to those which might be expected in an emergency. 

Second, MATS has the recently assigned responsibility for the 
movement of missiles for the military services, for many of which, 
because of size, delicacy, and other characteristics, airlift is the only 
satisfactory means of transportation. Our peacetime deterrent posture 
and wartime striking power are directly related to the effectiveness of 
this mission. 

Third, MATS training operations can be used to effect economies in 
logistics for the Defense Establishment as a whole by shortening en 
route time for both personnel and materiel, thus reducing the quan- 
tity of trained people and high cost materiel in pipelines. 

To insure full wartime effectiveness, it has been determined that 
MATS peacetime transport activities should be at 6 hours per day, 
which is our objective. While, due to limitations in the availability 
of skilled personnel, et cetera, we have been unable to achieve this, we 
are continuing to strive for it. We consider that 6 hours per day will 
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rovide greater assurance of our ability to expand immediately on 
)-day to our higher wartime utilization rate and to sustain such 
higher rate. 

To look upon the efficient utilization of airlift generated by main- 
taining MATS in a state of trained readiness as “competition with the 
civil carriers” is a popular misconception. We are merely using a 
resource necessarily generated to meet a wartime need. Not to do so 
would result in an inexcusable waste of a Government asset. 

The principle of avoiding competition with private enterprise is 
firmly supported by the Defense Department. Air Force actions 
throughout its history have supported that concept which has been 
applied to many and varied Defense activities such as bakeries, coffee- 
roasting plants, printing establishments, and the like, which are being 
eliminated as fast as possible when they have no bearing on our de- 
fense posture. These are all necessary supporting resources for the 
military, but they, as a general class, are not essential to the first hours 
and days of an emergency. 

However, to apply this concept of support by the civil economy to 
an indispensable, integral element of the weapons systems employed 
immediately by our combat forces is very much another matter. Con- 
ceivably, by the process of persuasive advocacy, the idea that MATS 
“competes” with the carriers could be fostered to a danger point for 
the Nation. At such a point arbitrary reductions in MATS’ size or 
operating rate might take place, resulting in serious damage to our 
capability to deploy our retaliatory strength. 

As I have stated, I repeat, the cargo and passengers moved by MATS 
in peacetime are carried only as a useful yproduct of MATS world- 
wide training exercises and maneuvers. Since a given number of 
flights must take place to maintain the system in readiness, capable of 
instant reaction, the only question is whether the planes should fly 
empty or with loads. Our view is that it would be wasteful of the tax- 
payer’s dollar not to make use of this airlift. By using this airlift 
capacity to meet Department of Defense requirements, substantial de- 
fense economies are effected which would not otherwise be possible. 

The need for MATS is sometimes compared with our need for the 
Military Sea Transport Service (MSTS). 

Indeed, since both are transport media, there are a number of simi- 
larities. However, such comparisons frequently fail to take into ac- 
count a very basic distinction which will always exist between airlift 
and sealift: airlift is immediate, rapid and flexible; sealift is massive. 
Given the same starting point in time, both forces must respond, but 
there would be a vast difference, measured in days and weeks, between 
the pickup and delivery of the first personnel and materiel by air, and 
the movement of the same elements by sea. Each has a place, one 
timed to an instantaneous requirement, the other to a greater but slower 
requirement. 

Air transportation and sea transportation should be properly 
viewed as mutually complementary—the two not normally being com- 
petitive or interchangeable. At the present stage of development, one 
is capable of specialized tasks which the other cannot do, and vice 
versa. 

For these reasons, we firmly believe that the present arrangements 
for the use of private surface transportation in peacetime or in emer- 
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gency cannot be applied to the use of civil airlift under comparable 
conditions. 

The slower rate at which needs for massive amounts of sealift 
would develop in an emergency would more readily accommodate 
the use of limited military sealift and a relatively rapid buildup of 
civil sealift forces. 

On the other hand, the initial trips dispatched by MATS, in sup- 
port of local or general war operations, are not only dictated by time 
considerations requiring instant readiness, but in many instances will 
require specialized techniques and equipment. 

These military considerations demonstrate the absolute necessity 
for an operating MATS, capable of reacting instantly under any 
situation. A low utilization fleet, requiring a period of mobilization 
to become effective, would be virtually useless from a national defense 
standpoint under conditions of modern warfare. 

By way of saying a few words on the new management system for 
airlift services within the Department of Defense, known as the 
single manager for airlift services, I should like to point out that it is 
not expected to have any revolutionary effect upon MATS operating 
practices. Furthermore, it is very likely that a full year or more of 
working experience after the starting date will be needed to permit us 
to make a fair evaluation of this management system and the asso- 
ciated financial operations. 

Through this single-manager organization, the Air Force and the 
Department of Defense will continue to plan for and acquire airlift 
augmentation from the civil air-transport industry both in peace and 
war. To expand on this, I would like to restate one of the objectives 
mentioned earlier, which is— 
to utilize augmenting civil-air-transport resources and services— 

(1) In emergency to the extent that they are available and needed in support 
of military operations; and, 

(2) In peacetime to the maximum practicable extent, consistent with military 
requirements and the proper utilization of military resources. 

The extent of commercial airlift services procured by the Defense 
Department in recent years may be demonstrated by reviewing the 
trends portrayed during the 1951-58 period, which is shown on table 
1, attached. 

Would you like me to go on, Mr. Chairman, now ? 

Senator Monroney. Yes; go ahead. 

The table will be made a part of the record. 
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(The table follows: ) 


TABLE I.—Estimated cost of commercial air transportation procured by the 
military departments, fiscal years 1951-58 


Department | Air Force! Navy? Army? 
Fiscal year of Defense total total total 
total 
Wi dd kbccaSce sannuidesnhasicednbaes <buacecdal $103, 495,481 | $75, 486, 000 $7, 997, 452 $20, 012, 029 
Bahia tieiyboushivgnsccanincehdeRaeht antuseadel 121, 337, 813 74, 573, 000 9, 969, 395 36, 795, 418 
i aiec eid esd sash ntssinnin’ Gauche Sienalich sath cielaventetatiaaoelh 147, 754, 553 81, 224, 000 10, 509, 697 56, 020, 856 
Dees Gebdnaticlatanoucintaanwie siookabbensoomtuse 96, 638, 539 34, 756, 000 11, 369, 190 50, 513, 349 
Sh dil dd anccharde then dad cit daenbeanelaea de 100, 238, 983 16, 444, 000 12, 593, 961 71, 201, 022 
Di ininddncidacihsenadice dine aehibaciit oad 170, 575, 913 64, 179, 000 20, 314, 430 86, 082, 483 
Pia tae bakowck ne Mab dou eN ead ahwanstemaenaowre 219, 426, 730 84, 374, 000 22, 052, 730 113, 000, 000 
WOR tbbihiinnadddseukssiasdadevadtacaeiuadeston 254, 073, 143 86, 858, 000 28, 500, 000 138, 715, 143 





1 Beginning with fiscal year 1955, the amounts shown include transportation costs for airmail, but exclude 
air express. Air Force data include the cost of contract airlift procured by the Air Force for the Army 
since October 1, 1955. 

3 Navy data include the Marine Corps for all periods except fiscal year 1951, which is not available. 

3 The data shown for Army represent the estimated dollar amounts paid each year for commercial air 
transportation on bills of lading and transportation requests by the Army Finance Center, Indianapolis, 
for both the Army and Air Force. 


Secretary Suarp. Turning now to the economic aspects of civil air 
transportation, we have noted with satisfaction the healthy growth of 
our air-carrier industry in recent years, a growth which, in terms of 
passenger and cargo traffic volume, appears to be continuing even in 
the recent period of rather general decline in business. 

In 1957 two notable milestones were passed: The number of trans- 
atlantic air passengers exceeded 1 million for the first time; secondly, 
more passengers traveled by air between cities over 200 miles apart 
than by rail. 

In 1958 passengers crossing the Atlantic by air are expected to ex- 
ceed those crossing by surface vessel. 

Those airlines in relatively strong financial positions today appear 
to be the ones that have concentrated primarily on the commercial 
markets. With few exceptions, in spite of the increasing volume of 
military business, those airlines that have elected to concentrate pri- 
marily on military traffic, rather than in commercial markets, are in a 
precarious financial position. 

At this point, Mr. Chairman, I wish to submit for insertion in the 
record an article from the April 1958 issue of Air Transportation, 
identified by the publisher as the world’s first air-cargo magazine. 
This article is entitled “Has the Recession Hit Air Cargo?” and con- 
sists of interviews with top executives of the major domestic and inter- 
national carriers engaged, in varying degrees, in the air-freight 
business. Their comments, for the most part, forecasting a bright 
outlook for enterprising commercial air-cargo operators, speak for 
themselves. I cannot add tothem. 

Senator Monroney. This article will be inserted in the record as 


table II. 
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(Table IT follows :) 


TABLE II 


Here ARE THE CAPSULE VIEWS OF IMPORTANT EXECUTIVES IN THE FIELD OF 
DOMESTIC AND INTERNATIONAL AIR CARGO 


William Anderson, district sales manager, RANSA, New York 


There is a slump, but judging from the airline’s current experience it is only 
a normal seasonal trend after the Christmas rush. The revolt in Venezuela 
affected traffic for a very short period—‘“just a few days’”—then picked up to 
levels normal for this time of the year. Certain 1958 cargo will top 1957. 
“Every month so far has been better than the comparable month of last year.” 
Heavy freight such as stoves and refrigerators still moving south in good quanti- 
ties, Admits concern about possible effect of steamship lines’ recent reduction of 
rates on certain commodities to Venezuela, from $39 to $20 per ton. Had ex- 
pected the bottom to drop out. However, United States headquarters of RANSA 
at Miami reports that up to this time “there is no appreciable difference” in the 
movement of air cargo to that country. Halving of the surface rate has made no 
impression on consignors and consignees leaning on air transportation. 


Dale W. Bauer, cargo sales manager, Capital Airlines, Washington, D. C. 


The airline is experiencing a softening in the air-freight market. Its sales 
force is reported to be encountering “more resistance than we did a year ago.” 
But it is recalled that “the first quarters of the past 2 years have brought a notice- 
able resistance and softening in the air-cargo market. In the face of this, how- 
ever, revenues,were up 30 percent in January and 15 percent in February over 
similar months in 1957. Position of airline is that this is the “opportune time 
to stress basic advantages of air cargo.” Sales force is driving home harder than 
ever before “the economies of reduced inventory, reduced distribution cost, etc.” 
Also: “The advantages that air cargo offers in quicker deliveries and reduced 
intransit inventories are the strongest selling points we have and can be driven 
home during periods of slight resistance. The potential shipper is more aware 
of these costs during such a period.” Cities on Capital’s routes are predominantly 
industrial. 


Peter A. Bernacki, president, Peter A. Bernacki, Inc., New York 


Recently returned from an extensive tour of the industrial Midwest where he 
conferred with numerous business executives and traffic managers. Many of the 
businessmen, he concedes, are “crying the blues.” Even though the recession is 
quite evident in many areas he visited, it has had virtually no effect on his 
international air-freight forwarding business. Concentrating on handling ex- 
ports only, he finds the air-freight volume “better than ever.” Business has been 
exceptionally good during the normally slow months of February and March. 
His firm is servicing many new accounts. Credits more advanced selling tech- 
niques with getting the real economic story of shipping by air across to business. 
Finding business management now generally more receptive to listening to the 
effective part air freight can play in their own distribution setup. Plans to make 
frequent trips into the field in order to service his accounts, generate more 
traffic, and keep the recession on the other side of the fence. 


Plden D. Brown, cargo sales manager, Continental Air Lines, Denver, Colo. 


Continental reports no greater resistance to sales than last year. There are 
some isolated instances of overly large inventories in certain lines of goods. 
“General speaking, Continental serves a consuming area and we have more 
inbound air cargo than outbound.” In January, air-freight poundage was 25 
percent above the same month a year ago; air express was 31 percent higher, 
and airmail-parcel post up 7 percent. Feels that all air-cargo services will 
continue to grow despite national economy. Firms, already using air cargo 
“know the economics and will increase their use of the service.” Expects others 
to investigate their distribution costs and turn to air. Confident “more and more 
firms will use the air-cargo services in the future,” regardless of “whether the 
current economy depends on whether we have an upswing as most economists now 
predict.” Propjets and jets will give cargo business a big shot in the arm. 
Shippers will gear thinking to “today’s shipments today.” 


George T. Cussen, vice president, sales, Flying Tiger Line, Burbank, Calif. 


Despite general business decline in many areas, air-freight traffic continues 
at high levels. February volume set new record for that month. Some March 
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nights were so heavy, extrasection transcontinental flights were added. “Stead- 
ily increasing demand for this type of transportation.” It’s coming from firms 
“beginning to realize that price and emergency are not the sole considerations 
in the use of air freight.” Daily reports of companies using air freight to 
cope with short-inventory position. “Somewhere in this picture of growth 
there is, we are confident, a way to make air freight as resultful profitwise 
to the carrier as it is beginning to be to industry. There are many things we are 
learning to do about the revenue-producing potentials of air freight, some of 
which are going to take time to accomplish, but with the support of the shipper, 
we are sure the answer can be found. Obviously, the business has to be as good 
for the carrier as it is for the user.” 


W. M. Dunn, Jr., vice president, traffic and sales, ASA-International Airlines, 
St. Petersburg, Fla. 


Current recession has been felt because of close economic relationship between 
the United States and Latin American countries served by ASA. Purchasing 
power of these countries affected “in that prices and quantity of raw materials 
and agricultural products sold to the United States is substantially down.” Size 
of orders with firms here generally reduced. Cites export traffic man of major 
appliance-manufacturing firm who reported purchase orders of a mutual client 
are down from carload lots to 5,000 to 6,000 pounds each. Buyers “definitely 
paying more attention to the overall cost of transportation” than in the past. 
Because there are three major gateways to Latin America, through costs of 
transportation—shipper’s factory to buyer’s warehouse—varies slightly. But 
even this variance of a few pennies per 100 pounds has become very important 
to shippers and buyers. ASA is concentrating on developing transportation-cost 
comparisons for consignors and consignees. 


John C. Emery, Jr., vice president, sales, Hmery Air Freight Corp., New York 

Average Emery shipment is perhaps 25 percent lower in weight than in early 
1957. Decline in weight is primarily attributed to slackening in industrial 
production. With production off, with such things as the automotive workweek 
cut, combined they produce hand-to-mouth volume. But the number of shippers 
using air freight are “definitely on the rise.’ More shippers are reason Emery’s 
business will continue upward in 1958, “as should the industry as a whole.” 
Foresees a greater percentage increase in international air cargo this year than 
in domestic traffic. Declares that airline or forwarder not dependent on 1 or 2 
types of cargo traffic will “successfully weather any recession.” Intends to 
keep firm’s base of accounts broad, its selling selective, concentrating on markets 
showing healthiest signs of growth. Predicts 1958 will be a healthy year of 
further traffic gains because of “industry’s growing understanding of air freight’s 
economic value in boom or recession periods.” 


Charles L. Gallo, president, Air Express International Corp., New York 

“There’s nothing like a business recession to teach an old dog new tricks.” 
By this, AEI’s head refers to the years spent attempting to convince business 
management that their distribution practices required serious appraisal. More 
often than not such attempts have met with rebuffs. Now the company is 
experiencing what several direct air carriers with creative selling programs 
are reporting. Businesses affected by the slump, or fearful of one, are lending 
a readier ear and beginning to examine their own practices with a more critical 
eye. The terms inventory, capital tieup, turnover, warehousing, ete., have 
become more meaningful. Contrary to normal business trends, AEI’s business 
in the first 60 days of 1958 exceeded that of the last 60 days of 1957. “It 
reflects the increased use of air for the replenishment of inventory in small 
amounts—at long last.” Believes this to be a turning point. ‘“Businessmen 
are learning the hard way.” 


I. W. Goodson, president, Flying Cargo, Inc., New York 


While it is true that certain of his clients are complaining about today’s 
business conditions, he does not view their expressed discontent with any great 
degree of alarm. Has noticed no decrease in cargo movements. The year 1958 
began well enough. The usual seasonal slump did not occur until a little later. 
It was not noticed until the beginning of February. Even then, there has been 
no drastic curtailment of international shipments. The only negative indication 
at the present time is a certain slowness in accounts receivable on imports. 
“Yes; these are slower than usual.” Maintains that because this is the time 
of the year when traffic takes an anticipated decline, it is too early to judge 
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whether the lower levels of traffic and revenue spring from a normal seasonal 
slump, or whether it is the first effects of the economic recession everyone is 
talking about. He is inclined to believe it is the former case. 


W. Greenway, cargo officer—USA, British Overseas Airways Corp., New York 


There is no question but that “economy is the order of the day among shippers.” 
Shippers are looking more closely at their shipments, making “more careful 
comparisons of rates.” But they need to understand that the savings are not in 
rate comparisons alone. They must be educated in the economy of speed; they 
must know how production is geared to this speed. The recession has prompted 
more businessmen to heed now what air-cargo salesmen have been saying for 
years. “In a period of recession, the true value of the airplane is showing itself 
well.” In spite of recessive trends, the British air carrier continued to improve 
its cargo position. In January, as compared with the same month in 1957, it 
showed a 10 percent increase in North Atlantic movements. This was helped 
along to no small degree by BOAC’s successful development of new commodities 
for export by air. Is certain air cargo will make important inroads during the 
present period. 


David A. Highman, director of freight sales, American Airlines, New York 


Has the recession affected American’s freight volume? Answer is: “A very flat 
yes and a very flat no.” When business “goes to pot, ours tends to go to pot’; 
this is on the negative side. But on the positive side is American’s distribution 
consultant service which it has supported for some years. This provides critical 
evaluation of procedures for business management. Hard times have made 
businessmen more receptive to new ideas designed to save them money. “They 
are not looking upon us as the ‘wild blue yonder’ boys of 2 or 3 years ago.” Ata 
time when many are living off their inventories, competitive selling slows down. 
Creative selling is on the increase and it is showing results. That’s why 
American’s freight volume continues to climb. Would like to see more airlines 
turning to creative selling in order to build up good and steady freight volume. 
This will help everyone, including American. 


Randall T. Holden, Eastern region cargo sales manager, Japan Air Lines, New 
York 

Has heard a great deal of talk about the recession, but no recession is evident 
from the Japanese air carrier’s steadily growing cargo business. There may be 
a good reason behind this. Experience has taught him that when the domestic 
market suffers, the smart businessman expands his operations into foreign fields. 
JAL has been able to pick up many new shippers during this recession period. 
Firmly believes that the businessman is paying closer attention to his turnover, 
and as a result training a more critical eye on transportation. If a transpacific 
sea transaction consumes as much as 45 days, is it not economically preferable to 
accelerate the tempo by air transportation? Some international traders are 
making as many as nine air transactions during the time it normally takes a sea 
transaction to be completed. In these days of a widely acknowledged business 
recession, air cargo is showing particular strength. 


Charles L. Hood, vice president trafic and sales, Riddle Airlines, Miami, Fla. 


Riddle tonnage affected by “the national slackoff in business, combined with 
one of the most severe winters in history.” Recession noticed most at stations 
handling businesses and industries hardest hit. Overall shipments, however, 
holding up well. Poundage (allowing for certain scheduling changes) keeping 
up to expectations. Sales department taking the attitude that the “recessive 
trend offers further opportunity to demonstrate functioning and advantages of 
air freight at a time when industry is especially savings and economy minded.” 
Salesmen emphasizing possibilities of operating with reduced inventories, less 
capital. Riddle believes that “in a recessive period the worst thing any business 
or industry can do is to ‘draw in its horns.’” It invites damage to the company 
and contributes to recessive influence. Business must look at operating picture 
and effect economies. Can be done through lower inventories, greater capital 
turnover, faster shipments. Riddle stepping up promotion. 


Donald A. Huff, manager of cargo sales, Pan American Grace Airways, New York 

Has just returned from a 3-week business trip throughout the country. Had 
been concerned about the recession’s possible effect on Panagra’s air cargo 
volume. Made it a special point to interview key businessmen on the subject. 
Found that domestic business here is, as the press has been unabatedly reporting 
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for some months, quite poor. But the same story cannot be told about the export 
business. Exports found to be booming in many quarters. Reason for this is 
that “we are experiencing a balance of inventory change.” United States mer- 
chants have tightened their belts and are laying low on new orders. Manufac- 
turers, consequently, have in many cases marked down their prices to tempting 
new levels. Bargains are available these days. Exporters—at least exporters 
to the countries of Latin America—are snatching at these bargains. Panagra is 
getting some of this recession-born traffic to South America. Outlook for 
Panagra’s cargo future continues bright. 


Joseph Kamner, United States cargo manager, El Al Israel Airlines, New York 


Shippers and cargo sales agents have been complaining of tighter business 
conditions, but El Al’s position, insofar as cargo is concerned, is vastly improved. 
Feels that the Israeli carrier’s position, because of its particular situation, may 
not be a proper barometer. Points out that before El Al began operating the 
Britannia, it frequently found itself in a position where it was forced to refuse 
shipments for lack of space. The more capacious propjet has altered this picture. 
“We are accepting all the cargo given to us and we are looking for more.” All 
signs point toward a good year for cargo. Volume of shipments coming into the 
United States are at least the same as last year up to this time, “probably a little 
higher.” On the other hand, air shipments to Israel have expanded to an im- 
portant degree and continue to show the brighter side of the international trade 
picture for the Israeli airline. 


Joseph James, United States cargo manager, Sabena Belgian World Airlines, 
New York 

The recession has not been noticed at Sabena. Points out that factors affecting 
international air freight traffic are far different from those affecting United States 
domestic air freight traffic. A very large percentage of the United States exports 
traveling across the North Atlantic by air are ‘“‘absolute necessities.” Sabena’s 
freight business is continuing well. Both eastbound and westbound traffic are 
holding their own. Generally speaking there has been an increase in movements 
of all types of freight across the North Atlantic. IATA cargo sales agents and 
air freight forwarders are producing satisfactory volumes. If business continues 
at the present rate, the Belgian carrier should be able to report another increase 
in its cargo business at the end of 1958—this despite the recessive trend in the 
United States. No special campaigns are reported at this time. Utilizing normal 
promotional means to get the Sabena air freight story across—advertising, direct 
mail, ete. 


Alvin E. Levenson, United States cargo manager, KLM Royal Dutch Airlines, 
New York 


“The recession is certainly noticeable to us.” The effects of the economic back- 
sliding are more evident in westbound transatlantic freight traffic. This is 
ascribed to a greater conservatism in the present habits of American purchasers. 
Smaller quantities are moving westward. This has been found to be particularly 
true in the textile, wearing apparel, and watch fields. A survey has shown that 
United States currently has the largest inventory of Swiss watches in years. 
Realizing that more than ever before this is the time for management to reexam- 
ine their buying and distribution practices, KLM is throwing an additional large 
sum of money into special promotions to help offset the effects of the recession. 
It is redesigning its advertising program to tie in with the modern concept of 
distribution technique. The whole cargo sales staff is throwing its weight behind 
the concerted effort to bring businessmen face to face with modern methods. 


W. G. Lipscomb, vice president, trafic and sales, Pan American World Airways, 
New York 

The worldwide airline prefers to quote facts and figures to emphasize the fact 
that the economic recession which is being felt in the United States has had no 
effect on the continuing improvement of its position in the international air cargo 
transportation picture. Cargo sales reportedly are ahead of last year. JHast- 
bound transatlantic loads were ahead 13 percent in January 1958, over January 
1957, although westbound traffic across the ocean showed no such increase. In 
the last quarter of the year just passed, when the business slump first was felt, 
Pan Am was ahead of the comparable quarter of 1956. The airline is moving 
ahead with its sales promotion program to implement its faith in the future of 
the cargo end of the business. Pan Am cargo sales personnel are at the present 
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time engaged in a contest aimed at boosting loads on the transatlantic run. 
Prospects for new cargo traffic records in 1958 are reported to be good. 


A. J. Loffredo, senior cargo sales representative, Alitalia, New York 


While the country has been talking about a recessive trend in business, the 
Italian airline continues to make important gains in transatlantic cargo traffic. 
Of recent years there has been a strong Italian influence in United States trade, 
and this probably has helped the airline’s cargo business to a large extent. 
Another reason for the improved picture is the virile sales and promotional 
programs set up by LAI’s successor company, Alitalia. Both inbound and out- 
bound shipments are ahead of the totals reported for this period last year. 
Weight per shipment has increased tremendously. Average weight per export 
ranges from 500 to 1,000 pounds. Import shipments hover between 165 and 225 
pounds each. Is aware of certain shippers’ dissatisfaction with present business 
conditions. But their complaints carry no note of panic, which is reassuring. If 
the present transatlantic business trend holds, he fully expects a record year in 
1958. 


J.D. McPherson, president, Airborne Freight Corp., San Francisco, Calif. 


Airborne handles many industries in the electronics field which remain im- 
portant to the national defense effort despite the drop in everyday business 
activity. Also, California flowers, an important commodity to Airborne, have 
been at a premium due to the Florida freeze. As a result, tonnage in the first 
2 months of 1958, as compared with the same 2 months last year, is some 30 
percent ahead. Consignors and consignees are paying closer attention to air 
eargo’s hidden economies. Recession has made traffic managers more wary 
of costs. Though total volume is steadily increasing, it’s coming from more 
shippers than Airborne had a year ago. Volume from each shipper is ‘definitely 
less.” Credits this partly to “general acceptance of air freight in everyday 
shipping. Credit departments reports no unusual difficulties; this may be 
due to a more efficient credit and collections system. “All in all, Airborne 
must report that the recession just hasn't hit us.” 

T.R. Nolan, director of freight sales, Northwest Orient Airlines, St. Paul, Minn. 

Salesmen are encountering a little more resistance from shippers “in that 
more questions are being asked as to how airfreight can do a better job for 
them and save them money.’ Asserts too many shippers have failed to evaluate 
proper place of airfreight in their supply program. Airfreight in February 
1958, about the same as February 1957. Believes domestic business would have 
been about 10 percent better if not for bad weather on eastern seaboard. Bliz- 
zard conditions at New York cut heavily into westbound traffic. Export busi- 
ness is slower to date. Westbound traffic to Far East slightly under last year ; 
eastbound is 55 percent higher. Personal opinion is that recession will prove 
beneficial to airfreight sales efforts. Provides an opportunity to present the 
“product” to business management. Believes inventory problems will be cleaned 
up soon. There should be a “noticeable upswing in domestic freight” by early 
April, he believes. 


Joerg Paetow, United States cargo manager, Lufthansa German Airlines, New 
York 

The first month of 1958 started poorly, but this is not put down as reflect- 
ing the recessive trend in the United States. No particular explanation is given 
for this, except that the condition was a phenomenon peculiar to the company. 
In February, business bounced back again and remains on the upward grade. 
A more liberal export policy of the German Federal Republic has had a beneficial 
effect on Lufthansa’s air cargo traffic. The export picture of the country still 
remains very good. Production continues to climb. The new German Army, 
though comparatively small, has brought large military orders which are being 
filled in the United States. It is fully expected these orders will continue. Luft- 
hansa keeps on plugging away at commercial accounts and is finding them in- 
creasingly receptive. While aware of the recession which everyone talks about, 
it has not hurt the airline’s rising position in the North Atlantic market. 


Anker Palvig, cargo sales manager—United States, Scandinavian Airlines System, 
New York 
The airline is feeling the effects of the recession; there are no ifs or buts 
about it. It first was felt in the East and Midwest. Not until a few months 
ago did it begin to show on the west coast. SAS cargo is about 6 percent ahead 
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of last year’s figures for this period, but this is nothing to shout about. In past 
years, the average rate of cargo increase for the international airlines was 25 
percent annually. Transatlantic air carriers are not showing this rate of gain 
at present. Statistics show that passenger business is less affected than cargo. 
March 1957 was a tremendous cargo month for the transatlantic airlines. Pres- 
ent indications are that they will not do so well in March 1958. Asserts that 
individual carriers may have bright periods here and there, but generally speak- 
ing the air cargo industry is now at grips with the recession. Is not pessimistic 
about the future. Air cargo has a great deal to offer the international shipper. 


John Pogue, manager of cargo, Delta Air Lines, Atlanta, Ga. 


Less sales resistance encountered this year than last. When money flowed 
freely and businessmen gambled on large inventories and were less concerned 
with possible merchandise markdowns, it was difficult getting the airfreight 
story across. The picture has changed. Management is listening today. Their 
eyes are being opened. Most of the textile mills in this area report their cus- 
tomers no longer are maintaining inventories and are demanding faster trans- 
portation. “One general traffic manager of one of the country’s largest tex- 
tile concerns told me personally that he thought we were on the verge of an 
industrial revolution in transportation.” Others trying to cut corners on normal 
traffic procedures through expanded use of airfreight consolidations or the use 
of one airport for distribution purposes. Feels that once present inventory is 
used up, there will be an increase in movement of products formerly stored. 
Others who have consumed surplus stocks are now replenishing them via air- 
freight. 


L. J. Priester, manager of cargo sales, Braniff International Airways, Dallas, 
Tea. 

With the exception of the automotive field where there has been a definite 
decline in traffic, very little evidence of a recessive trend is noted saleswise. “The 
selling of the hidden economies of air cargo, while an integral part of the prod- 
uct sales, is one which takes time to research and demonstrate. Its doubtful 
whether most people have had enough time to truly study this aspect.” Air- 
freight ton-mileage flown in 1958 thus far is higher than during the same period 
of 1957. Loss of automotive traffic accounts for a lower rate of increase. The 
airline has inaugurated a stepped-up program of direct airfreight sales “com- 
plemented by increased direct mail solicitation to insure that we make every 
attempt to maintain a continued percentage increase.” Up to this time, no spe- 
cific problems which might be peculiar to the routes of Braniff are noted. 
Growth pattern of the airline’s freight traffic appears to be normal. 


Erwin Rautenberg, general manager, Air-Sea Forwarders, Inc., Los Angeles, 
Calif. 

Airfreight business affected to a minor degree. Meeting “difficulties in the 
trade” with increased efficiency and sales. Air-Sea is in a strong position to 
combat recessive trend after having streamlined setup and eliminated unpro- 
ductive phases of organization. Making good progress. After slight dip at 
beginning of year, “volume is again on the increase.” Looking into airfreight 
future with confidence. Shippers complaining about slowdown and lack of new 
orders. Particular hardship cases reported in the aircraft and electronics in- 
dustries, both principal air freight shippers. More than ever before shippers 
are requesting air-surface comparison studies. Increased interest in deferred 
freight and low specific commodity rates noted. Certain firms which previously 
handled their own shipments “are now finding out that the air cargo agent and 
forwarder is not such a bad fellow.’ Signs of the times indicate that “1958, 
despite the recession, will be a good year for us airfreightwise.” 

S. E. Russ, director of cargo sales, Trans World Airlines, New York 

No, generally speaking, the recession is not being felt by TWA. Airfreight 
traffic this year is not appreciably different from last year. If anything at all, 
the tendency is toward better business. Things appear to be picking up. It is 
true that there has been a certain amount of slackening in westbound trans- 
atlantic business, “but we can detect bright spots ahead.” There is nothing at 
the present time to show the reduced westbound transatlantic traffic to be of a 
continuing nature. “We foresee a greater demand for our freight services, both 
ways. We are certainly looking forward to a definite upswing. As a matter of 
fact, this already is being felt to some degree.” Says he has every reason to be 
in an optimistic mood, indications foreshadowing a good year. As part of sales 
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campaign, TWA recently produced a widely circulated brochure highlighting the 
importance of physical distribution to modern business. 


Walter Schaaf, president, Hensel, Bruckmann & Lorbacher, Inc., New York 


Eastbound air traffic of this international freight forwarding firm continues 
good. But there has been a dropoff in inbound traffic from Europe. The reason 
given for this is the increasingly careful purchasing habits of American import 
buyers. This is seen in the smaller quantities coming into the country. On the 
basis of total airfreight business handled by the company, conditions remain 
satisfactory. Within the industry he hears considerable talk centered on the 
expectation that the present business recession, which his firm has not felt, will 
turn out to be a boon to air cargo in general. Feels that, by various means, con- 
signees are realizing that it is more economical to buy from hand to mouth and 
pay the higher rate for transporting the goods by airplane than to receive goods 
in volume. “What's the use of letting the stuff kick around a warehouse at a 
high cost?” Anticipates a profitable year for his firm in 1958. 


A. C. Schweizer, eastern traffic manager, TACA International Airlines, New York 


The reason why the recession has had no effect on TACA’s cargo volume is 
that the area it serves “has not as yet reflected the economic situation existing 
in the United States.” Steady growth of the Latin American countries into 
which the airline operates has been of immeasurable assistance to TACA’s cargo 
business. Total cargo volume remains good. “It’s constant.’”’ Passenger traffic 
is heavy, and this presages good cargo traffic. Latter statement is explained 
this way: a large percentage of the travelers are businessmen flying north. 
Their visits to the United States usually wind up with placement of orders. In 
time these orders are translated into shipments. TACA expects to capture a 
part of these southbound shipments. The airline maintains its rate of growth 
in cargo carriage. For the present at least, it remains untouched by faltering 
business in the United States. “All indications point to a good year ahead 
of us.” 


Werner Seiler, United States cargo traffic and sales manager, Swissair, New York 


“Even though our air imports and exports are higher so far this year, in con- 
trast with the record of the same period last year, there is no question we are 
feeling the pinch of the recession.” Present situation calls for more concentrated 
and intelligent salesmanship. Suggests that each airline employ creative selling 
techniques in contacts with shippers of its own country. Swissair, for example, 
knows Switzerland’s shippers and buyers best and is in a position to do the most 
effective job converting them to air. What Swissair has done with businessmen of 
its native country has helped not only its own cargo traffic but also that of foreign 
airlines operating into and out of Switzerland. “I think we must face the fact 
that the market for American products is not as great in Europe as it used to be.” 
This is naturally reflected in the total eastbound North Atlantic picture, although 
air cargo continues moving up. 

Robert Seitel, president, Allied Air Freight, Inc., New York 

With respect to the continuing development of air freight, he does not see 
much to worry about. “Quite definitely increasing numbers of businessmen are 
examning their warehousing costs.” They are looking at these costs through 
different eyes. There isa noticeable tendency to place orders in such a way as to 
be able to reorder fast. “Cost-conscious clients, who are cutting back, have been 
using air freight more than ever before.” More small shipments are being han- 
dled and with greater frequency. Does not deny there is a recession, but his 
firm has not felt it for two reasons; a greater awareness on the part of his clients 
of the economic advantages of shipping by air, and the company’s general expan- 
sion program. Florida freeze brought a flock of orders for northern merchandise 
not usually sold in the South. A large part of these new products was air- 
freighted to meet the unanticipated demand. 


Andrew Shiland, United States traffic and sales manager, Avianca, New York 


There is no question that there have been shutdowns and slowdowns. Shippers 
are griping about poor business conditions, “and they have good cause to.” From 
what he has been able to observe, the domestic market has been hit harder than 
the international market. Avianca is “one of the fortunate few who have had 
no trouble filling all available southbound cargo space.”’ Northbound loads from 
South America are traditionally light. Columbia suffered its own economic 
recession last year. It is just about coming out of the slump now. This fact is 
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reflected in the Columbian airline’s “continuing good traffic.” Pointing up his 
statement that the domestic market apparently has been harder hit than the in- 
ternational market is his report that Avianca’s cargo traffic during the first part 
of this year, as against that of the previous year, is “just as good if not better.” 
Foresees continuing gains in air cargo. 

O. F. Stern, vice president, cargo sales, Aawico Airlines, New York 


Suggests that Aaxico’s experience does not provide a fair barometer. The New 
Orleans-based airline has been operating as a scheduled carrier for a short time 
only, therefore its cargo totals are naturally expected to show steady and strik- 
ing improvement. Hasn’t felt any of the effects of the recession, for the reason 
previously stated. However, there has been some slacken in long-haul tonnage. 
Reason for this is unknown. “I can’t put my finger on it.” As to the current 
slump: “I can’t buy this recession thing 100 percent. This is the time when all of 
us should be getting home all the points about air cargo that we have been making 
all these years.” Recognizes this as a strong antidote to dwindling profits, a sales 
point more potent at this time than ever before. Confronting businessmen with 
the fact that it can be cheaper shipping by air has accelerated Aaxico’s growth. 
They are listening with greater interest these days. 

Secretary Suarp. The Air Force favors a sound air transport in- 
dustry which, operating from a position of economic strength and self- 
sufficiency, is capable of making a rapid, orderly transition from the 
peacetime development of trade and commerce to the rigorous de- 
mands of a national emergency. From this it follows that we have 
a clear interest in encouraging the development of the civil air trans- 
port industry as a whole, and in continuing the working relationships 
which now exist between the military and the airline industry. 

The record seems to indicate, however, that military business is a 
fluctuating and undependable source of revenue at best. The only 
sound basis for long-range planning by the airlines is the potential 
commercial market. 

I would like to turn now to a discussion of that portion of Senate 
Report No. 543, from the 85th Congress, which expressed the desire 
that— 


within the 1958 appropriations for operations and maintenance and for military 
personnel the Defense Department should reprogram expenditures for operating 
MATS and other Government-owned transport activities sufficiently to permit 
the funds so reprogramed to be applied toward procuring the services of United 
States civil carriers to meet as nearly as possible 40 percent of the passenger 
requirements and 20 percent of the cargo requirements of the Military Air 
Transport Service. 

The latest available information shows that for fiscal year 1958 
the procurement of commercial airlift to meet those Department of 
Defense requirements which were placed against MATS will be used 
to move approximately 37.9 percent of the passenger and 9.3 percent 
of the cargo requirement. Thus, in the passenger requirements area 
we shall, for all practical purposes, fully meet the objective which the 
committee asked us to meet “as nearly as possible.” Admittedly, in 
the cargo requirements area, we shall probably fall well short of the 
committee’s target. In this latter connection, I would like to point 
out several factors which perhaps will not only serve to explain why 
this will occur, but may also induce the committee to share our firm 
conviction that any other course of action would have been very un- 
wise. 

In 1957 MATS utilization was 4.3 hours. This is well below the 
wartime rate required to accomplish approved plans over a sustained 
period. From the present base, we expect it will require maximum 
efforts to reach and maintain the wartime rate for any length of time. 





16 STUDY OF MILITARY AIR TRANSPORT SERVICE 





To further reduce MATS utilization, which is already below the peace- 
time goal of 6 hours, by a reprograming of fund, would be taking a 
serious gamble with MATS wartime mission accomplishment. 

We are frank to state that little or no real reprograming has taken 
place within the funds allocated directly for operation and mainte- 
nance or for personnel of the Military Air Transport Service. Our 
basis for this decision, simply stated, was our conviction that our de- 
fense posture would have been unacceptably impaired, if MATS’ 
readiness to carry out strategic deployments and other activities in 
support of approved war plans had been in any way reduced in the 
period in question. 

I might also point out that, if the committee is concerned with the 
amount of airlift business which flows from defense activities and 
adds to the revenues of the airline industry, defense business for the 
airlines by no means ends with the MATS-procured airlift with which 
the committee’s 40-20 formula was concerned. The Department of 
Defense as a whole uses large amounts of commercial airlift procured 
through several other sources, principally in the military departments. 
For example, the Air Force purchases close to 145 million ton-miles 
of commercial airlift per year for the domestic cargo operation known 
as Logair. The other military departments have also been using sub- 
stantial quantities of civil airlift to meet their needs. The Navy has 
Quick Trans, which is similar to Logair; and the Army utilizes CAMS 
(commercial air movements) for personnel transfers. Over and above 
all this, the three military departments buy commercial airlift in the 
form of individual travel by Government transportation request, and 
air express and air cargo by Government bills of lading. These types 
of airlift are used both domestically and internationally. Also mail 
is moved to overseas forces by commercial airlift. There has been 
substantial growth in the total volume of defense business for the 
airlines in recent years, as shown by the chart accompanying this 
statement. 

Virtually every witness appearing before congressional committees 
has recognized the fundamental need for MATS. However, some 
appear to have failed to take into account at least three collateral and 
equally fundamental facts : 

First: There are certain minimum needs which, on the basis of 
security, timing, experience, availability, instantaneous readiness and 
types of equipment, must positively be met by military airlift forces. 
These are hard-core airlift needs of such crucial importance at the 
very outset of an emergency that reliance for their fulfillment must 
be placed upon a seasoned, properly equipped and disciplined military 
force. 

Second: The Government, through its appropriation processes, has 
allocated, and the taxpayer has provided funds to enable the Military 
Air Transport Service to maintain a state of combat readiness. As 
a byproduct of this readiness training, MATS is able partially to 
meet peacetime airlift requirements of the Department of Defense. 
It would be poor management and wasteful of the taxpayer’s dollar 
not to put to useful and necessary work, the airlift so generated as a 
resultof peacetime readiness training. 

Moreover, failure to do so would deny the people comprising the 
military air transport system the practical training for their wartime 
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mission involving the actual airlift and handling of cargo and troops 
in peacetime. 

Third : The Air Force has stated many times, publicly, its belief that 
it is neither practicable nor desirable to maintain military airlift forces 
sufficient to meet all its war needs. It is for this reason that we have 
the civil reserve air fleet to meet a substantial part of the continuing 
airlift demand, after the first immediate emergency reaction. 

There is one more point I would like to make in this general area. 
I said that we have a clear interest in encouraging the development of 
the air-transport industry as a whole. I mean this very He egs 
because we have a very real need for their services in peace and 

However, there is, I believe, a very significant difference iebwieti 
encouragement on the one hand, and support, or subsidy, on the other. 

We feel that the present ari rangement, wherein we use the carriers in 
accordance with the objectives I outlined, represents encouragement. 
And, of course, this encouragement manifests itself in many other 
ways. 

We feel that to use the civil airlines beyond our requirements, or to 
an extent which might reduce our airlift forces or their peacetime 
training rates, would involve unacceptable risks. 

Moreover, the Defense Establishment would be undertaking respon- 
sibilities which Congress has plainly not authorized it to assume, if it 
were to underwrite or guarantee in any manner the economic welfare 
of the airline industry or any segment thereof. 

Tosum up: 

We have discussed the question of “competition” and stated our view 
that the continued application of this idea to a vital military force like 
MATS is dangerous to the national interest. 

We have shown that to the extent permitted by wartime requirements 
and the effective and economical use of Defense resources, we have 
filled our airlift needs from commercial sources. 

Our testimony had indicated that there is a heavy requirement for 
initial emergency missions which must rely on military airlift. For 
the foreseeable future, no decrease is anticipated in the requirements 
which occur in the first critical hours and days of an emergency. In 
fact, with current efforts to compress reaction times still further, the 
initial requirements may increase. 

This military airlift 1s a complete system—a carefully designed com- 
bat force. The system, and most of all, the people who run it, must 
be fully conditioned to react—when emergency arises—with the same 
speed, precision, and skill possessed by other tactical units. 

This close relationship between the combat forces demonstrates the 
absolute need for military airlift that is immediately responsive to the 
strike elements, capable of prehostilities preparedness at the same rate 
as the strike force, under positive military control. This is the primary 
and overriding requirement for an adequate military airlift force, and 
is determinative of its programed size and peacetime rate of utilization 
for training purposes. 

This military airlift system, its capacity, and its responsiveness are 
essential elements of our deterrent strength. These military forces 
are backed up by an adequate reserve in the form of airlift available 
from the civil industry. 

Thank you, Mr. Chairman. 
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I wonder if at this moment I might make a request of this committee. 
I would like to introduce first the next Air Force witness who has a 
brief statement to make. 

Following his statement, I would ask that we be permitted to give 
this committee, in closed session, a top-secret war-plan briefing, to 
fully acquaint this committee with the military wartime operation 
of MATS. 

Our next witness is Lt. Gen. William H. Tunner, Deputy Chief of 
Staff, Operations, Headquarters United States Air Force. General 
Tunner will be assuming command of MATS this summer. He re- 
turned last year from Europe where he served for 4 years as com- 
mander in chief of the United States Air Forces in Europe. 

Although General Tunner has not been directly associated with 
MATS for several years, he has had, since 1941, 11 years’ experience 
in the air transport field, in the old Ferrying Command, in the Air 
Transport Command, and in MATS. 

During the war he commanded the China-Burma-India Division of 
the Air Transport Command, which became known as the famed 
“Hump Operation.” 

After the war he was head of the Berlin Airlift, and then, later, 
was in command of the Korean Airlift. 

I wonder if you would like to hear General Tunner at this time. 

Senator Monroney. Mr. Secretary, we appreciate very much your 
statement and also the request renewed by the Military Air Transport 
This request was made about a week ago to first brief the committee 
on the wartime mission of MATS. 

I felt that most of the members of the committee were relatively 
familiar with the general purposes of the wartime mission, since the 
purpose of this investigation and study is to ascertain many facts 
about the operation of MATS and also about the maintenance of a 
reserve airlift program so necessary to fulfill this mission; the chair- 
man, speaking for himself and in informal conversation with other 
members of the committee, felt that we would rather proceed in a 
public way so that there could be no interference or no worry on the 
part of the committee in answering questions based on having had 
confidential or so-called confidential information as to MATS’ war- 
time role. 

At a certain point in the hearings, perhaps near the conclusion, we 
will be happy to hear you in executive session. But we do not wish to 
be bound by any confidential information that may be submitted to 
us prior to the generation of the facts that we are seeking. In other 
words, we know nothing that is classified today. Some of the material 
that has been so-called classified that has been submitted to us is 
just about as private as the dome of the Capitol of the United States, 
including the title page of your annual report being classified. This 
over-classification and things of that kind only tend to submerge the 
facts that I think the public and the Congress are entitled to have. 

Therefore, unless the committee feels otherwise as to a future ex- 
ecutive session, I think we will proceed with our general hearings and 
be glad to receive any other information near the conclusion of our 
hearings. 

Senator Bricker. I think it might be well before any report is 
made public or any recommendations come from the committee that 
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we ought to be briefed, if there is any classified information they 
have to give us. 

Senator Monroney. That is right; and I would say that as to the 
questions of the members of the committee, any time they feel they 
border on classification, we would be glad to have that so stated so we 
will not inadvertently violate any classified material. I feel that the 
operation of a wood tide airlift system is not too much of a super- 
secret, of an atomic or ballistic nature, for our defense. ‘Therefore, 
it is my belief that our posture in regards to an air lift and the 
necessity for reliance on MATS in its wartime role would be proper 
subjects of inquiry of this committee without the secret briefing at 
this time. 

Would you like to have the general testify at this time and then 
develop questions on both ? 

Secretary Suarp. I think, Mr. Chairman, it might be helpful, if 
he would read his statement now and then you could ask questions. 

I might say, as we come across areas that are obviously areas that 
we can’t discuss in public, we will mention that fact, and then you can 
draw your conclusions later as to whether you need to have more 
information in this classified briefing. 

Senator Monroney. I think we can work it that way better with- 
out the committee being fearful that we might inadvertently violate 
some classified material, having had a private briefing. 

You may proceed, General Tunner. 


STATEMENT BY LT. GEN. WILLIAM H. TUNNER, DEPUTY CHIEF 
OF STAFF, OPERATIONS, HEADQUARTERS, UNITED STATES AIR 
FORCE 


General Tunner. Mr. Chairman and members of the committee, I 
am William H. Tunner, lieutenant general, United States Air Force, 
Deputy Chief of Staff of Operations. 

May I first express the appreciation of the Chief of Staff, United 
States Air Force, as well as my own, for this opportunity to present 
the views and position of the Air Staff concerning the vital need 
for a military air transportation system. I am presently Deputy 
Chief of Staff, Operations, Headquarters, USAF, and will assume 
command of the Military Air Transport Service later this year. 
My presentation today is as a member of the Air Staff. 

The primary reason for military forces is to deter any potential 
aggressor. This requires in peacetime an overwhelming military 
capability immediately responsive to military requirements. I wish 
to stress that in the initial phase of an emergency, the requirements 
can only be expressed in terms of numbers of aircraft rather than ton- 
miles. It is this requirement that primarily determines the size of 
MATS which we must maintain sd. exercise in peacetime. It is for 
reasons such as these that military necessity dictates the maintaining 
of a mililtary air transport force now, with ability to execute war 
plans in the least possible time. This is only possible if the force 
1s immediately responsive to military orders and control. The force 
to be relied upon, for support in any war, general or limited, must 
be capable of reacting immediately under positive military control. 
For these reasons we must have a transport force in being immedi- 
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ately ready to carry out combat support operations during the first 
critical hours of an emergency. Consequently, it must be a military 
force at this time. 

I might insert here that in the recent Venezuelan affair we moved 
to Puerto Rico several aircraft. The first departed 2 hours and 47 
minutes after the initial warning. 

In the affair in Lebanon over the weekend we moved to Germany 
our first aircraft 1 hours and 21 minutes after warning. 

Questions have arisen in the past as to what size this force should 
be. As a basic principle the size of the force must be directly propor- 
tionate to the requirement which must be fulfilled by a military force 
within the period of time required. The classified briefing to be pre- 
sented by General Birchard clearly indicates the magnitude of the 
operation and the necessity for saosin by military forces. The 
presentation to be given in executive session, should we be permitted 
to have one, portrays one of the vital combat missions MATS is re- 
quired to perform, 

Now that we have established the essentiality for a military trans- 
port force, the question arises, how do we maintain a posture in peace- 
time which will enable us to meet the missions assigned in wartime ? 

The answer to this is training. By that I mean operate in peace- 
time in the same manner that we would be expected to operate in 
wartime, and at a utilization rate that will enable us to accelerate 
to the higher wartime rate. Mr. Sharp has advised that. we consider 
that 6 hours per day, which is our objective, is the minimum which 
will provide a proper basis from which we can accelerate to the 
higher utilization. 

Why 6 hours per day or as close to that as we can achieve? In 
answer to this question I submit some factual background data in- 
volving MATS participation in two emergency airlift operations, that 
of the Berlin airlift and that of the Korean airlift. 

At the beginning of the Berlin airlift MATS was operating at 
approximately 4 hours per day. With priority support, our best 
efforts produced only a 5.5-hour utilization rate at the end of 30 
days. At the beginning of the Korean airlift, MATS was manned 
for 4 hours per day and operating at a utilization rate of 2.5 hours 
per day. At the end of the first 30 days of this operation, we attained 
a utilization rate of only 4.3 hours. 

If we are to attain our wartime utilization rate, as this evidence 
shows, we must operate in peacetime at a level which will provide 
assurance that we can expand immediately to the higher rate. We 
will not be as fortunate next time, to have time in which to attain 
high utilization rates through a planned buildup. 

I wish to emphasize that we are not maintaining a military air 
transport force sufficient to satisfy all of our war requirements. The 
ama force is only sufficient to handle those requirements which 

ecause of reaction time, responsiveness, and other reasons, must be 
handled by a military manned and operated transport force. In 
order to provide for our overall requirements, we have the civil 
reserve air fleet program. 

As you will see, the CRAF is composed of 362 4-engine transports. 
Interesting to note, however, is that these 362 transports encompass 
all of the heavy cargo capability in the civil inventory, including 114 
DC-4/C-54 type aircraft which are considered obsolete. Notwith- 
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standing this, we still have a deficit in cargo capability. The civil in- 
dustry does not possess any aircraft capable of handling outsized cargo. 
We therefore must maintain in our military force a substantial num- 
ber of aircraft capable of lifting vehicles, heavy equipment, missiles, 
built-up engines, and so forth. Military aircraft capable of handling 
outsized cargo are the C-124 and the C-133. The latter is a new 
Douglas turboprop, which is currently phasing into the MATS system. 

The military is dependent upon CRAF, if we are to execute fully 
our wartime mission. However, CRAF can be counted upon to be 
available within 48 hours after the declaration of a national emergency. 
Therefore, it cannot be used for initial operations which we will show 
you in the classified briefing. Nor can CRAF be used to deploy units 
with heavy equipment and/or outsized cargo requirements, as these 
require C-124- or C—133-type aircraft. Even if we were able to use 
the CRAF, where its capability is satisfactory, it would be quite prob- 
able that the CRAF should not be used for reasons that will be pre- 
sented by General Birchard. I wish, however, to assure this commit- 
tee that where we can use CRAF, and where it is made available, we 
will use every aircraft. 

I would like to point out at this time that it has been only through 
close cooperation between industry and Government that we have been 
able to develop that program. We still have a long way to go. We 
can reach our goal in this area as well as in other areas through con- 
tinued joint effort. Such cooperation develops a mutual appreciation 
of our respective problems. 

I do not believe anyone seriously questions the need for MATS. 
However, questions continue to be asked : 

Is MATS a necessary cost? Is it efficient when compared to civil 
air carriers ¢ 

Inasmuch as we must maintain combat forces and whereas these 
forces would be immobile without an air-transport force, MATS is a 
vital part of the combat structure. Therefore, the cost of operating 
MATS is chargeable to preparedness and defense. Since this reflects 
a cost to the taxpayer, and the military being ever mindful of its obli- 
gations to Congress and the taxpayers, MATS is operated as efficiently 
as possible within the framework of national defense. Actually, to 
properly train MATS, the movement of traffic is indispensable. We 
therefore utilize the capacity of the transports flown by MATS, in 
peacetime training, for the movement of Department of Defense traffic. 

This traffic is moved as a byproduct on MATS which is at less ex- 
pense to the taxpayer than if it were to move on civil aircraft. It is 
estimated that it would cost upward of $300 million annually to move 
this traffic commercially. This would be in addition to the cost of 
operating MATS. 

I believe it will be quite clear from what I have outlined to you and 
what has been presented by Mr. Sharp as well as what will be pre- 
sented by General Birchard that the Military Air Transport Service 
is an essential combat organization; that it must be maintained in a 
state of readiness; that this state of readiness can only be achieved 
through peacetime training. Consequently, we see from a military 
viewpoint that MATS must continue to be operated as it is today as 
long as it is relied upon to execute the vital war mission assigned. 
We must have a transport force that meets the following requirements : 
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1. The transport force must be immediately available and respon- 
sive to tight spiliterse control. 

2. The force must be conditioned to operating as part of a milita 
enna effort with attendant considerations of command and disci- 
pline. 

3. The force must be trained and ready to undertake flying in un- 
usually hazardous conditions. 

4, Training must also prepare the force for use of large volume- 
capacity aircraft, and for the handling of large bulk and, iecaeendiy, 
very sensitive cargo loads. 

5. The force must be composed, in part, of aircraft which are readily 
convertible from cargo to passenger and to patient-evacuation use. 

6. The force must be able to shift operational effort over wide geo- 
graphical ranges. 

In summary, I feel confident that this committee, as well as the 
other committees we have appeared before, will determine, as we have, 
that MATS is a vital military force; that it is imperative that we 
maintain its current capability in a constant state of readiness, and 
that this can only be achieved through peacetime training. A mod- 
ern-day effective striking force must be in instant readiness, “reac- 
tion times” have been cut virtually to the vanishing point, and the onl 
meaningful military capability is one that is manned, siened, 
trained, and ably directed as of the moment any hostile attack 
threatens. 

The more complicated and powerful our weapons become, the 
greater is the necessity for trained readiness; and, paradoxically, the 
more involved and difficult the training process itself becomes. The 
only way we can be sure we know how to do our jobs is to do them, 
and do them often in simulating exercises, until it is second nature to 
do them well. This means a substantial volume of peacetime training 
activity and exercises if our dollar investment in men, aircraft, and 
facilities is not to go down the drain. How much and what kind of 
such training and exercises are needed to maintain combat readiness 
must be determined in the same manner as the Strategic Air Com- 
mand’s requirements are determined. 

Based upon JCS approved war plans, it may be stated that MATS, 
as presently constituted and programed for the foreseeable future, 
is at a size and level of operation below which the ability to accom- 
plish its wartime mission would be jeopardized. 

Senator Monroney. Thank you very much, General Tunner, for this 
statement. 

I am glad that you brought into the discussion the CRAF program. 
One of the purposes of this investigation is to determine the effects of 
present MATS policies on the continued success of this program which 
you emphasize being a prime requirement in your airlift movements in 
the event of war. 

You mentioned the CRAF pool of planes to be 362 four-engine 
transports, including 114 DC-4 or C-54 which are at least semiobsolete 
planes. 

Can you give me the date that this 362 figure relates to? 

General Tunner. Sir, I don’t know the detail on that, but I believe 
there are witnesses here that can give it to you. 

Colonel Heptunp. That is the 1958 fleet. At the present time there 
is a recomputation of requirements coming from the Department of 
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Defense to the Department of Commerce, who then will go to the 
commercial industry for an annual redetermination of the size of the 
fleet. 

Senator Monroney. I am informed that this fleet is shrinking daily 
because of the policies of MATS. I know of 1 or 2 freight carriers 
that have disposed of their DC-—6 equipment, 2 planes having gone to 
Belgium. I had conferences with some eight independent freight 
carriers who told me they were operating at a greatly decreased num- 
ber of planes, and that many of their pilots had to be retired, due to 
the elimination of work they had formerly received in airlift from the 
Department of Defense. 

I think it would be helpful to update these figures to find out as of 
now, since this is a prime requirement in our defense program, what 
effect as of May the present policies have had on the shrinkage of this 
very vital part of our program. 

Colonel Heptunp. Sir, I would like to point out that the 362 air- 
craft, in what is known as the civil reserve air fleet, is not a figure 
established by the Department of the Air Force. This figure is estab- 
lished in conjunction with the Defense Air Transport Administration, 
working with the Department of Commerce, to determine the number 
of aircraft needed in wartime. It doesn’t refer to the extent to which 
we use aircraft in peacetime. This 362 is a constant figure for the 
entire year and is in the process of being upgraded now. It may come 
out as greater or fewer. 

Senator Monroney. If those planes have been sold to Belgium or 
retired or sold to Latin America, they are outside of our CRAF 
program today. 

I think, therefore, that a constant awareness of the Department of 
Defense would be required as to the month-by-month shrinkage of 
airlift capability. Particularly, if three or four hundred pilots, who 
were used in flying the Korean and the Hungarian airlifts when sup- 
plemental usage to handle the airlift was needed and MATS wasn’t 
equipped to do it, have turned to selling shoes. 

I am surprised, indeed, if MATS doesn’t keep a month-to-month 
availability record of the people they can rely on for this CRAF pro- 
gram and also a record of the shrinkage or increase in the pilot pool. 
These men are as valuable after the first 4 days, according to your testi- 
mony, as your own MATS pilot. Most of them have established ree- 
ords in Korea, in Alaska, in supplying the DEW line, and in the 
Korean airlift which enables them to fly weather that MATS wouldn’t 
attempt. 

Secretary Suarr. Mr. Chairman, I would like to answer two things 
to that question : 

One of them is that the statement is made that this thing, if it is hap- 
pening—that is, the reduction of the CRAF fleet, or of planes available 
to the CRAF fleet—is happening because the Air Force and MATS are 
not supporting the airlines. 

I want to point out in table I that in 1955 the Air Force spent $16 
million in augmentation of the airlines. 

In 1956, the Air Force spent $64 million in augmentation of the air- 
lines. In 1957, the Air Force spent $84 million in augmentation of 
the airlines. 

In 1958, we expect to spend $86 million, almost $87 million, in aug- 
mentation of the commercial airlines. 
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These figures are for fiscal years, and they show that rather than 
decreasing our support to the civil airlines, we are increasing it every 
year. 

Now, if the reason that there are fewer airplanes in some airlines at 
the present time than there were a few months ago it may be because 
they purchased too many airplanes. We can’t be held responsible for 
this situation. 

It is a fact that there are enough airplanes in the civilian air fleet 
to furnish us with our 362 airplanes, regardless of whether some of 
them have been sold or not. There is still enough of them there to fur- 
nish us with these airplanes. 

Now, they may not be the exact airplanes that were originally appor- 
tioned to this fleet by serial number of the airplane; we may have to 
shift these to some other airplane; they may not be exactly the type of 
cargo configuration we would like them to be, but all commercial air- 
planes can be used for cargo carrying of the lighter types of cargo, 
which we have a great deal of. ‘They could be so scheduled to carry 
that type of cargo by simply removing the seats and putting in some 
tie-down equipment, which can be done in a very short period of time. 

So we are not losing the overall capability of CRAF organization 
because certain airlines have found that they have more of a certain 
type of airplane than they find that they need. 

enator Monronry. I don’t wish to be misunderstood. It is not 
the fact that the airlines have more airplanes than they need: It is the 
fact that they don’t have the business to remain at their present capa- 
bilities. In addition, the absorption of the freight and passenger busi- 
ness has shrunk so much, according to them, with MATS now being 
the principal booking agent for all freight and passengers, that they 
are losing not only aircraft, which is bad, but also losing trained pilots, 
which is worse. It is necessary to have these boys in the air, retain- 
ing their proficiency instead of selling shoes someplace and forever 
losing their capability as transport pilots. 

Many of these men have 10,000 hours or more of flight experience. 
I have seen dozens of them. I have had conferences with pilots of 
Pan-Am, TWA, and a delegation from the Air Line Pilots’ Associa- 
tion, expressing their fears that already pilots are furloughed or being 
retired due to the shrinkage in the volume of business that is being 
experienced. 

I am sure you are familiar with the fact that, with the advent of 
jets, we will virtually double the seating capacity of our civil air fleet. 
This will certainly lead to a further shrinkage of pilots because of 
the speed and the capacity of the planes. Whether we are going to 
do anything about it or just feel that this is one of the necessary 
concomitants of progress, I don’t know. But I, for one, hate to see 
us lose these skills of men who have been in the business a long, 
long time and who in every emergency have practically led the way in 
airlift, despite the organization of the military. 

Could you give us the percentage of the civilian participation 
versus MATS in the Korean war, in terms of performance of service ? 

General Tunner. I perhaps can. I can’t give you the percentage, 
Senator, but the Korean war has got to be examined as to the area 
that was handled by the military and the area which was handled by 
the civilians. 
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In the Korean war, per se, as we look at it in the military, prac- 
tically no lift was provided by commercial sources, that is, between 
Japan and Korea proper. There was practically nothing. 

I commanded the Korean lift, and I am quite familiar with it. 
However, between the United States and Japan, which is sometimes 
called the Korean lift, there was considerable commercial traffic, the 
exact percentages I would have to—— 

Colonel Heptunp. May I help you out on that one, sir? 

During the entire 3 years of the Korean operation the commercial 
carriers provided 25 percent of our worldwide military requirements, 
with approximately 16 percent of the total number of aircraft. 

Now, considering only the Pacific and the trunkline from the 
west coast to Tokyo, as General Tunner indicates, the commercial 
capability actually accounted for about 70 percent of the lift on that 
particular sector. 

However, I would like to point out that the Air Force retained its 
military fleet in other areas of the world, in the Atlantic primarily, in 
the event that the emergency did expand; and the second point is that 
” of the traffic was carried between Japan and Korea by the military 

eet. 

Senator Monroney. But 70 percent of the Pacific operation was 
done on a leased basis with what would be tantamount nha to CRAF. 

Colonel Hepiunp. And by design we wanted to concentrate com- 
mercial lift on this one channel between the west coast and Tokyo, 
where they could position their spare equipment, and so forth. 

Senator Monroney. It is not that this committee is inquiring into 
the abolition of MATS and the substitution of commercial airlines. 
We think, however, that you need a right hand and a left hand in this 
business. When you reach your defense D-day requirements, you are 
going to need every airplane that can be put in the air and every pilot 
that can fly. These pilots must have flight proficiency or you are 
going to find you don’t have an airlift. A way can be found in which 
these two can live together with one helping to keep the other alive, 
which is certainly necessary. You can’t expect the commercials to 
sit there with no business, maintaining fleets of aircraft and trained 
pilots, waiting for D-day. They have to be working at something, 
carrying something. Without some attention and regard to what is 
happening to that fleet, which I think is nearly as important as the 
military, we are going to be caught very short in the type of crisis we 
are apt to face in immediate airlift. For that reason it would be 
highly important to know the facts and figures, if you can give them 
to us, regarding the shrinkage in the men who were signed up for 
CRAF. I thought they were signed up with the Department of 
Defense; I don’t believe you went through the Department of Com- 
merce to find out who your reserve pilots and reserve planes were, and 
who they belonged to, did you? 

Colonel Heptunp. No, sir, we look to Defense Air Transport Ad- 
ministration as the focal point to deal with the air carriers. 

I might point out, sir, that I think there are roughly 900 4-engine 
scoananadla’ ir endaneate in the civil fleets today, of which we are tagged 
or earmarked with 362. 

Now, this 900 I think you will find will probably go up and down as 
companies dispose of older aircraft and introduce new, and as people 
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get in and out of the air profession. But we look to 362, and other 
than the fact that we know when the 900 inventory changes, we really 
depend on the 362 earmarked for us. 

Secretary Suarr. Actually, Mr. Chairman, the 362 number is not 
a sacred number. It was originated when we were counting on a lot 
of these DC-4’s or C--54’s, which are not as efficient or capable of carry- 
ing as much tonnage on a ton-mile basis as are the more modern air- 
craft. It is quite possible that the complete fleet could carry—particu- 
larly when the jets come in—all that we require them to carry with 
fewer aircraft. 

This is the march of progress, unfortunately. If we can carry 5 
times as many people, 5 times as many passenger-miles with a jet, 
let us say, than we could with an older-type, reciprocating engine air- 
craft, obviously we wouldn’t have to have as many pilots available 
and this may be one of the factors which we have to face up to. 

Senator Monronrey. CRAF doesn’t cost the Department of Defense 
anything, does it? 

Secretary SHarp. CRAF cost the Department of Defense, I think, 
the figure is about $7 million a year, maybe it is less than that, to 
maintain CRAF, to put the modification into the aircraft and main- 
tain the standby spare parts, and so forth, which we have to have for 
the CRAF fleet in areas where those airlines would normally not 
operate. 

Senator Monroney. You mean they buy these parts. That is the 
inventory. CRAF gets nothing for free. If they blow a tire, they 
can try to get one from MATS. I hear they have quite a time obtain- 
ing it, though, if they are on an airfield in the Middle East some place. 
Finally, they wind up by borrowing one from Sabena or KLM as 
somebody in charge over there finds it difficult to supply these charter 
carriers who are a part of the CRAF program. 

I wish we could obtain a better breakdown on the $7 million which 
was quoted and how it is utilized. 

Secretary SuHarp. You can furnish those for the record. 

Colonel Hepitunp. Yes, we have the exact number of dollars we 
have spent since the inception of the program in 1950-——— 

Senator Monroney. We don’t want to run clear back there, but we 
would like a couple of current years. 

Mr. Drisco.u. We have spent approximately $25 million on CRAF 
since 1956. That covers the procurement of stockpiles to be placed 
en route, to support the operations which would commence on D-day ; 
it covers the salaries of airline mobilization representatives and other 
officials who participate in the planning, and it also covers the cost 
of modifying the commercial airplanes to group A and group B 
modification, group A being the installation of the wiring so that 
they can receive what we call the black boxes, communciations equip- 
ment, on D-day. These are stockpiled with each carrier at his main- 
tenance base. 

Senator Monroney. As I understand your statement, and I thank 
you for it, CRAF receive nothing now: everything is stockpiled for 
the benefit of the military on D-day. In other words, this exists on 
their own capacity to wheedle enough freight, enough passengers, to 
stay alive until they come into the military service, is that correct ? 

Mr. Driscoty. That is correct. 
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Senator Monroney. Therefore, my statement is correct as to their 
peacetime operations; their ability to stay alive depends on their own 
resources, and there is no drag whatever on the military, is that not so? 

Colonel Heptunp. No direct relationship between their being a part 
of the CRAF program and the amount of business we give them in 
peacetime. 

Senator Monronrey. Thus, they are completely free of Government 
subsidy of any kind and are hired on the basis of low prices and 
contractual necessity to fill in that which MATS does not feel MATS 
should carry or yield to them in observance of the Appropriations 
Committee directive for a 40-20 ratio of the passengers and freight, 
is that correct ? 

Secretary Suarp. Now, Mr. Chairman, I would like to state again 
that in the Department of Defense we are interested in the civil air- 
line system as a whole, not necessarily in particular companies. If 
the overall system is a sound, self-operating, self-supporting system, 
which we can use in wartime, it is this condition that we want to have 
prevail. It is a fact that the Department of Defense as a whole, 
starting in 1955, just to go back a few years, spent a hundred million 
dollars with the commercial airlines, and in 1956 over $170 million, 
and in 1957 over $219 million, in 1958, we think we will spend $254 
million, and the Department of Defense says they are convinced that 
this figure will rise to $300 million in fiscal year 1959, I cannot see 
how we can be accused of not supporting the commercial airlines 
when we are increasing our use of them every year. 

Senator Monroney. I think in context, Mr. Secretary, you would 
have to show the relationship between the expenditure by the De- 
partment of Defense on MATS to determine whether the sharing of 
the business with these planes, on which you will have to rely in the 
event of war, is maintaining a proper relationship to the expenditures 
that we put in MATS. 

As I understand it, there is a figure of some $630 million or rather 
$646,916,000 which is the operational cost for MATS. The relation- 
ship, therefore, of what you are spending with all of the rest of the 
airlines, including your independent, nonschedules that have always 
been called first, would have to be put in that context, would it not? 

Secretary Suarp. Mr. Chairman, I don’t agree that we should 
establish the amount that we give the airlines in any relation what- 
ever with the amount that we spend to operate MATS. We spend 
money to operate MATS just exactly as we spend money to operate 
the Strategic Air Command or the Air Defense Command, or any of 
the other functions of our military. We have to spend so much to 
establish a certain size MATS and to keep it in training. 

Now, if we do this, I think that we are living up to our responsi- 
bilities to the taxpayers, if we exercise it to keep it operating in such 
a fashion that it can immediately spring into action in the first few 
minutes of war, and this is vital to the defense of the United States. 

If we have this capability and don’t use it, after the taxpayers have 
paid for the airplanes and are paying the crews, I can’t see how we 
could possibly be carrying out our responsibilities to the taxpayers 
if we were to waste funds by buying commercial airlift in excess of 
our needs. 

Now, if it is decided that this is the thing we should do, that sub- 
sidy should be maintained for these airlines, we do not think it is our 
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function, in the Department of Defense, to subsidize airlines. We 
think this is the function of other parts of the Government. But 
if it is decided by the Congress to put this in the legislation, of 
course we can do it. 

Senator Monroney. We are not talking, Mr. Secretary, about sub- 
sidizing anything. I don’t think anyone that carries bodies for 
$125, when the usual rate is $300 per passenger to Europe, is being 
subsidized by the Department of Defense. 

I saw your rates in Frankfurt. The rates you receive are extremely 
good rates, I believe, on the contract. If you figure all costs properly 
to MATS, you will find that not only are you failing to subsidize 
them, but you are getting the transportation cheaper than you can 
furnish it on MATS. 

Secretary Suarp. Mr. Chairman, I probably didn’t make my point 
clear. 

We must use this MATS capability that the taxpayers have paid 
for and must necessarily pay for to its maximum to satisfy the peace- 
time airlift requirements of the Department of Defense, both people 
and otherwise. If we have airlift requirements in excess of that 
which we can do, we should then augment that with commercial air- 
lift, and this is exactly what we are doing, and this is why I say it 
bears no percentage ratio to the actual cost of running MATS. I 
don’t think that the idea of a ratio is one that we should become too 
obsessed with, because we have to have the MATS, and we have to 
train. 

Senator Monroney. .Don’t you have to have CRAF, too? 

Secretary Suarp. Yes, sir; we have to have CRAF, and our present 
thinking is we need 362 aircraft in CRAF, and we think these aircraft 
are available. 

Now, as I say, if some of the airlines which at present furnish this 
kind of equipment find that they no longer need that equipment, we 
can, I am sure, find other equipment equal to it in the whole civil air 
fleet of 900 four-engine aircraft, so that we are not completely losing 
if a few people decide to sell a few airplanes. 

Senator Monroney. How many of the 362 planes that you count 
on in CRAF are pledged from the domestic airlines ? 

Colonel Heptunp. I am sure we have that breakdown. 

Colonel York. Domestic airlines supply approximately 200 air- 
craft. 

Senator Monroney. In other words, you would use 200 of your 
scheduled airline fleet if you called in the CRAF reserve. That would 
leave 162 outside of the part that is used for domestic transportation. 

Considering this, don’t you think that in the past few years this 
Nation has become so geared to air transportation to get from here 
to there that you would dislocate tremendously our domestic efforts ? 
You would have even greater difficulty than was encountered in World 
War II when you had to put priorities on airline seats to travel. For 
that reason, the reliance for two-thirds of the CRAF program from 
your scheduled domestic airlines is disregarding the realities of our 
maintenance of our domestic transportation system, is it not ? 

Colonel Heptunp. Sir, I would like to point out that this CRAF 
program is not just an Air Force program. It is an administration, 
governmentally approved program. It recognizes what you bring 
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up, that there is a residual of domestic and foreign airlift that will 
have to be done in an emergency. This plan is covered through what 
is known as a war air service pattern, again under the jurisdiction 
of the Defense Air Transport Administration. They recognize the 
need for 362 airplanes to support the Department of Defense and the 
residual to support the civilian economy. So there are two plans in 
effect. We are speaking only of the 362 to support the Department of 
Defense. 

Senator Monronery. That is right, but you are going to take 200 out 
of your domestic airline service. I doubt today that you have enough 
seats to carry on the commerce of wartime. During the war the over- 
flow of passengers jammed our railroads. 

Many of those trains are now discontinued. The service has been 
allowed to lapse. The equipment has been sold and retired. It seems 
that the need for these nonscheduled carriers, which could be called 
up first, has not been recognized. ‘They didn’t call too many of your 
planes off the regular airlines, I don’t think, in the Hungarian airlift. 
You may find that you will wind up short of having the capabilities 
that you need, both domestically and foreign, to supply these emer- 
gency aircraft. 

General Tunner. I might interject here, sir, that it is my under- 
standing that $214 billion w orth of planes are on order. It is true 
there may be some airplanes in the 362 figure that would drop out 
for one reason or another, but total cap: ibility of the American airlines 
fleets increases steadily, and is due for very large increases in the near 
future. 

Senator Monroney. It is practically double the seating capacity 
that we have. 

Are you buying any jet transports for MATS? 

General TuNNER. We are purchasing three for the special mission 
fleet. 

Senator Monronry. Will those be MATS ? 

General Tunner. They will be assigned to MATS; yes. 

Secretary Suare. MATS operates the special air missions fleet. 
They will be used for the purpose of carrying these high governmental 
officials. 

Senator Monroney. They will be paid for by MATS funds, will 
they not? 

Secretary Suarr. They will be reimbursed for in the regular Air 
Force appropriation. 

Senator Monroney. Is that the 707 that you are buying? 

General TunNErR. Yes 

Senator Monroney. You may answer this if you wish. Have you 
met the requirements of the jet tanker fleet, of which the 707 is a part? 

Secretary Suare. Well, the 707 is not a part of the jet tanker fleet. 
It is a separate airplane. 

Senator Monroney. It is the same airplane excepting civilian con- 
figuration, galleys, and plush job? 

Secretary Suarp. No, sir; it isa different airplane. It doesn’t have 
tanks in it, for one thing. 

Senator Monroney. It is built on the same assembly line, isn’t it? 

Secretary Suarp. No, sir; it is built on a separate assembly line. It 
is a civilian development of the original tanker, but I don’t think they 
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we look exactly alike, although they do use in many cases the same 


nes. 

es Monroney. The same parts, the same airframe. 

Secretary Suarp. No; not all the same. A certain percentage of 
—_ is interchangeable, but they are not an interchangeable aircraft. 

ou couldn’t just put tanks in a 707 and make it into a tanker. So 
we are not taking anything out of the tanker line in order to procure 
this 707. 

Senator Monronry. This acquisition of three 707’s will not in any 
way affect the tanker program, will it? I understand you have not 
yet met your requirements on it. 

Secretary Suarp. No; we won’t meet our complete requirements for 
some time. We will continue to buy tankers for some time; but this 
im no way affects deliveries of the tankers. There will be no change 
at all in the delivery schedules. 

Senator Monronry. In other words, you are getting all that you 
feel the factory is capable of producing for the tanker fleet; is that 
correct ? 

Secretary Suarp. That is correct. 

Senator Monroney. So these would only be planes that might have 
gone to American airlines or the civilian airlines, the 707 ? 

Secretary Suarp. That is correct. 

Senator Monroney. That is about a $514 million cost; is it not? 

Secretary Suarp. I think they are about $414 million to $5 million 
each. 

Senator Monroney. I would imagine the tankers probably run 
higher ? 

Secretary Suarr. They may run a little bit higher, yes, but not 
much, 

Senator Monroney. But they will be a part of the fleet capabilities 
that yas need in the event of D-day ; is that correct ? 

Secretary Suarp. Yes, sir; I suppose they could be used. They are 
not configured for that use, but obviously can be used. 

Senator Monronry. You wouldn’t just leave them sitting there for 
MATS, would you? 

Secretary Suarp. No; they could certainly be used. 

Senator Monroney. Senator Bricker, do you have any questions at 
this point ? 

Senator Bricker. No. 

Senator Monroney. Senator Bible has been able to leave his other 
committee to attend the hearing. 

Do you have any questions? 

Senator Biste. No questions at this time, Mr. Chairman, thank 
you. 

Senator Monronry. You spoke rather heavily, Mr. Secretary, on 
the immediate need of having the finest and best airplane, and one 
capable of carrying on this airlift operation. 

Do you consider that you have such a fleet in MATS? 

Secretary Suarr. Do you mean whether we have the finest and the 
best ? 

Senator Monronry. Whether you have the type of plane that you 
need. In other words, you have the pilots, you have the organization, 
you have the 4 hours per day that you need in worldwide system, 
navigation and all, but do you have the aircraft that you need? 
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Secretary SuHarp. Well, we don’t have the 6 hours utilization that 
we would like to have. Perhaps we will never quite attain it, but we 
do have, in general, the aircraft that we need. Of course, we have 
new aircraft coming in. We have, as we mentioned, the C—133, which 
is a Douglas turboprop aircraft, that can carry very heavy loads 
across the ocean, nonstop, and these are really the only new aircraft 
that we are getting in MATS with the exception of these three special- 
mission aircraft that we just talked about. 

Senator Monroney. Isn’t it a fact that aside from the 133, there is 
no other plane you have that can reach Europe if you lost your 
stepping-stone bases ? 

Secretary SuHarp. I suppose that is correct. I would have to ask 
General Tunner. 

Colonel Heptunp. Yes, with any tonnage. 

Senator Monroney. You have the Globemaster, which is the back- 
bone of your heavy transport. When was that plane first delivered ? 

General TunNner. The 124? 

Senator Monroney. Yes. 

General Tunner. Around 1951. 

Senator Monroney. With a full load, that is about a 2,000-mile 
airplane; is that correct ? 

General Tunner. Yes. 

Senator Monronry. Which would not give you capabilities of 
reaching Europe if you lose your bases ? 

General TunNeR. You would decrease your loads on the 124’s, the 
118’s, the 121’s, whatever we had. There would be a decreased load. 

Secretary SHarp. Isn’t it true that no airplane can fly with a full 
load, a full capability, that full distance against a headwind? You 
have to lighten the load somewhat under what the maximum lifting 
capability of the airplane is? You would have to take out load and 
add in fuel ? 

Senator Monroney. Will the 130 do it? That is a new plane you 
just bought, I understand. 

General Tunner. No, the 130 will not. It will do it with a very 
light load. 

Senator Monroney. It is not near the load capacity of the 133? 

Secretary SHarp. That is right. It is a troop carrier, primarily. 
It is not supposed to be a cargo aircraft, really. 

Senator Monroney. But the 133 is not only a cargo carrier but a 
troop carrier; you can send troops and cargo, can’t you ¢ 

Secretary Suarp. Well, it isn’t fitted out that way. 

Senator Monroney. It isa very fine airplane. It is the only modern 
airplane I found in your whole fleet overseas. It strikes me, in looking 
at the equipment you have, that there are a lot of twin-tailed Fairchilds 
which are completely obsolete for any real war purpose. Also, the 
Globemaster has a very short range in the event of war; while the 
DC-6’s are very useful and usable planes, but are far from meeting 
the needs of logistic air support that you talk about in here. You can’t 
load anything of a high combat capability in there excepting men. 
You have a strong weakness, I would say, in your capabilities, and 
it is for that reason that I criticize the design of MATS operations. 

We have been talking about a worldwide airlift. When you get 
down to basics, you have a high concentration on lifting personnel, 
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but nothing that would lift the type of equipment that we need today 
for a ballistic missile operation or even a heavy-duty ground operation, 
is that correct ? 

Secretary Suarp. Well, I think it would be helpful if General 
Birchard were to answer these questions, because he is in the opera- 
tional end of the business, and they know a little more about this 
than I do. 

Senator Monroney. Well, we will come to that. He is the next 
witness. 

Secretary Suarp. As far as the nonclassified part, I suppose he 
could answer questions of that kind at this time. 

General Tonner. Yes. 

General Brrcnarp. I am General Birchard. 

All of this leads up to the classified briefing. Much of this infor- 
mation that you are asking for is contained therein. 

Senator Monroney. Anyone can go on any airport anywhere and 
see what airplane you have in MATS. You don’t have to have classi- 
fication to look and see that particular plane is a Globemaster. You 
see them every place. You pick up one of a hundred aviation maga- 
zines and it will give you the range plus all the things that we have 
brought out. I think the public is entitled to know whether we are 
buying the proper type of airlift equipment under the expensive pro- 
gram which we must maintain, and if in the operation of MATS to 
attain their defense requirements you are heavily loaded on passenger- 
type aircraft, to the neglect of the capability to lift the equipment 
necessary to make these men effective. I think it is a matter that has 
no proper relationship to classification. 

If it has, we will disregard it and we will go into some of the other 
questions. 

Secretary Suarp. I think if we have areas here that involve the 
exact numbers and the proposed deployment in an emergency, which 
are the figures that the General would have, I think these are neces- 
sarily classified. 

Everybody knows, of course, what kind of airplanes we have, and 
generally what they will do, but exactly how we plan to deploy them 
under various conditions, I think are things that ought to be military 
secrets and should only be available in executive session. 

Senator Monroney. We do not want a military secret. One reason 
we didn’t want to be briefed privately was that we would be hitting 
tender nerves on classification matters. But, almost every schoolboy 
knows, probably better than the chairman, what the capabilities of 
these aircraft are and what types they are. They can spot them at 
10,000 feet and tell you all the details. 

It would seem to me, judging from the equipment I have seen on 
most of your bases, that if MATS is essential, and I think it is, and if 
the logistical support is a part of the picture on D-day, you don’t have 
time to ship tanks or missiles or anything of like nature by ship. 

Colonel Heptunp. Sir, the Department of the Air Force has not 
been unmindful of the need to modernize our air transport inventory, 
especially in the cargo area, but let us recall a couple of facts, sir: 
We have had the C—124 now actively in the fleet in considerable num- 
bers for about 7 years. The attendant point is that it—— 

Senator Monroney. Let’s use the civilian counterpart of that. 
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Colonel Heptunp. There is no civilian counterpart of the Douglas 
C-124. Itisacargocarrier, found only in the Air Force. 

Senator Monroney. Is that the Globemaster ? 

Colonel Heptunp. Yes. It it hard to dispose of transport aircraft. 
There is no market for them, as long as there are a number in your 
inventory, as long as they have some capability, they serve some use- 
fulness. 

Second, it takes money and time to develop a new, improved cargo 
version. They are not being developed in the commercial industry. 
We spent a good many years going from the conventional aircraft 
in the 124 to the turboprop in the 133. This has taken time, and I 
don’t know how many millions of dollars. We are just beginning to 
see the payoff now. What we will do from here on, there is already 
a lot of thinking about, whether we can go to a straight jet cargo 
transport, and if so, can we get the funds to build it. At this point, 
we come into competition, as you are aware, I am sure, for dollars 
within the Air Force budget. We have got a lot of things we would 
like to buy, i. e., the crash missile program, and so forth. 

Senator Monroney. We are able to buy three $5 million planes for 
special purposes of a jet nature which are just more passenger planes. 
Take the 132, how much did we spend on the 132? 

Secretary Suarr. As I remember the figures, it was something like 
$70 million. 

Senator Monroney. $70 million to $90 million. You have got the 
motors. ‘Those were developed, were they not ? 

Secretary Srarp. Yes, sir, they were fairly well developed. They 
had never reached the 150-hour tests, but they were reasonably well 
developed. 

Senator Monronry. And you spent between $70 million and $90 
million on bringing that plane in. 

What is the status of that plane at present ? 

Secretary Suarp. It has been canceled. The reason it was canceled 
was that when the final estimates—and our experience has always been 
that the estimates are always low on these programs; they continually 
get larger and larger—finally the estimated cost for 30 airplanes came 
to be something in the neighborhood of $600 million, which probably 
would have turned out to be substantially low, as all estimates seem to 
be in this aircraft business, and we simply couldn’t see our way clear to 
buying a few airplanes of that type as against certain other areas where 
we needed to spend funds of that magnitude, which we thought were 
just much more important. 

Since we had the C-133, which, although it can’t carry as heavy 
loads, can carry a more modest load a great distance, and since we had 
this aircraft in production, we simply didn’t feel that we could justify 
spending that large a sum of money on a cargo aircraft when we had 
other more useful places to put the money for national defense. This 
became a matter of choice. 

Senator Monronry. Roughly, what is the comparability of load 
between the 133 and the 132? 

Secretary Suarp. I would rather ask the experts that question. 

General Tunner. I would say the 132 would carry double the load. 

Senator Monroney. So that the 132 would carry twice as much as a 
133 on a trip ? 
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Secretary Suarp. I am sure that its what it was designed to do. 

Senator Monroney. Is there any program now in operation for a 
heavy-duty freight-type cargo logistical plane? 

Secretary Suarp. Not beyond the C-133; no, sir. 

Senator Monroney. That is the end? 

Secretary SHarp. Well, we are studying others now. 

Senator Monroney. I believe it takes 3 or 4 years to develop an 
aircraft like that ; doesn’t it ? 

Secretary Suarp. Yes. We would like to have more C-133’s in the 
inventory, and I am sure we will be able to afford them in the future, 
but I would like to get back to the 3 special-mission airplanes you 
mentioned that cost approximately $5 million apiece. 

This is true. Really, the only excuse for this type of thing is if the 
Soviets can fly their top officials around in great big jet transports, and 
the United States appears to be so penurious that it can’t, it doesn’t 
help us in the cold war. This was the only reason; perhaps you won’t 
agree with this, but our State Department did agree that this was an 
essential thing. 

Senator Monroney. Of course, I think it would be possible to per- 
haps charter a Pan-Am, an American or a United plane to do the same 
thing, and show we have two jet transports, one Douglas and one 
Boeing. I won’t argue the point with you. But, if we are so poor we 
can’t afford logistical planes in which you can pack the new type of 
equipment, and we will not get into that at this point, it would seem to 
me that you could charter these planes much cheaper. Even Mr. 
Dulles, I think, could fly Pan-Am with as great a degree of safety as 
he can MATS. 

Of course, the bill would be quite big. 

Secretary Suarp. There is a great deal of competition in the air- 
lines, as you know, and they all want to get started with their trans- 
continental or transoceanic flights, and I don’t think they would like 
giving up one when it was all booked up. 

Senator Monroney. I am, perhaps, just on the wrong side on this 
publicity value use of being chartered by the Government to carry the 
Vice President or the President or even the Secretary of State or his 
forces abroad, but I don’t think you would have too much trouble 
chartering these other planes. You are surely not going to get 4 hours 
a day on the 707’s. You don’t hope to get any kind of figure like 
that out of your special-mission planes, do you? 

Secretary Suarr. No; not these particular ones. We hope we don’t 
have to fly them around that much. 

Senator Monroney. A great deal of work went into the 132. I 
have talked to a great many of your people overseas that have the 
other end of this picture. They are most anxious to receive modern 
logistical-type aircraft that can do this job, although they will speak 
of it only when you talk to them off the record. They are thrilled 
with the 133, but they are not very thrilled with anything else. 

Secretary Suarr. That is right. 

Senator Monronry. And yet all of this money is being spent largely 
on obsolete equipment, in terms of today’s freight-carrying capacity, 
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to maintain a system of planes that are not capable of doing anything 
but the personnel lifting job. 

Secretary SHarp. Well, we are buying the 133. All of the fleet can 
be converted to cargo carrying. They are built that way. That is the 
difference between a DC-6 for the military and a DC-—6 for the ordi- 
nary passenger services. 

Senator Monroney. You cannot only do that, you can fly them over 
with personnel, yank the seats out, told them up, fly freight back, and 
vice versa, I am well aware of that. I think it is a very fine develop- 
ment. But still what would be the load ‘apacity of the DC-6 com- 
pared to a 132? 

Secretary Suarp. I don’t know. I had better not answer that. It 
would be very much less. 

General Tunner ?—General Birchard ? 

General Bircwarp. About three times. 

Senator Monroney. It is more than three times, isn’t it? The gen- 
eral said that the 132 would carry double the freight of a 133. Cer- 
tainly you can’t say ‘th: at a DC-6 would come that close to a 133. You 
look inside one of those planes and they are beautiful. I think the Air 
Force deserves a great deal of credit for the roll-on and roll-off, the 
truck-bed los ading, the configuration of the plane, the speed, the range, 
even down to the nylon nets that make it unnecessary to tie down the 
individual packages in there. You have achieved a tremendous turn- 
around capacity in loading and unloading at Chateauroux, where these 
planes terminate. 

General Brrcwarp. I think the chairman is getting around to our 
capability versus our requirements. We can show you this a little later 
on when we are measuring these capabilities against the requirements 
that are placed upon us by. the Joint Chiefs of Staff; what one airplane 
can carry is a certain amount under certain conditions; we will show 
you that under certain conditions, and we will show it to you under 
conditions of having lost, say, an en route base. These are the condi- 
tions that we can’t come out with the figures on because we measure 
them against capability, against requirements, which we think is the 
essential thing. 

Senator Monroney. Everybody, General, knows on what your total 
load capacity and range of a DC-6B is, and you can also look it up. 
You could get it in 5 minutes by calling the Aviation Daily or any of 
the magazines. Around same time as the 132 was classified, you could 
read about it in all of the m: igazines and half of the newspapers. 

General Brrcwarp. We can provide you with those figures for the 
record. 

Senator Monroney. I don’t see why they can’t be provided for the 
public. There isn’t any secret about them. You also know the range 
on the 132 was a 5,0000-mile range, and the range on your DC- 6B i is 
about thr ee-fifths of that, and they will be placed i in the record at this 
point. 
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(The information referred to is as follows :) 


MATS payload range information 





Range in nautical miles, no wind 
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1, Payload given is weight limited. Payload in parenthesis represents space limited capacity, assuming 
cargo density of about 8.3 pounds per cubic foot. With high density cargo, the full payload could be 
carried. 

2. Payloads assume operation at maximum authorized (emergency) gross weights, except for C-130B. 

3. C-132, C-133B data obtained from manufacturer’s brochures. 


4, All aircraft operated in a cargo version only. 


Colonel Heptunp. That is why in any conversation about payloads 
you have to be specific about the range that you are talking about. 

Senator Monroney. This was designed as a 500-mile-an-hour air- 
craft. The motors were being developed as was the markup on the 
frame, and then suddenly everything went black. 

Secretary Suarre. Mr. Chairman, I was involved in that for a long 
time. I fought for that airplane as long as I thought in the overall 
Air Force picture it would make any sense, and I fought for it for 
along time. But I was finally convinced that as the costs of it began 
to show up for what they really were, this estimate of $600 million 
would probably end up as it always ‘has by being 7 or 8 hundred 
million dollars. These things began to come into foc us, and other 
things cropped up, such as the need for greater speed and additional 
expenditures in the ballistic missile area, and now the ballistic missile 
defense and detection systems that are running into fantastic sums. 
Although this was a fine cargo airplane, it had all kinds of promise, it 
still can’t compete with some of the terrific expenditures that are 
developing in the air defense system and the Strategic Air See 
system and the detection systems in the ballistic missile are 

Senator Monroney. Wouldn’t you say, though, that the aaate you 
gave me of $550 million for 30 C-132 airplanes i is mainly the ‘dev elop- 
mental cost and engineering, applicable to the first 3 or 4 aircraft? I 
think there were 3 or 4 prototypes that you were buying. 

Secretary Suarp. I don’t remember what the figure was. 

Senator Monroney. That is true in the development of any air- 
craft, isn’t it? 

Secretary Suarp. That is right. 

Senator Monroney. When you developed your tanker and your 
jet tanker, you had a huge cost on the early planes. Then, as you got 
into production, your costs dropped down to less than half ‘that figure. 
Is that correct ? 

Secretary Suarp. But you still have the $600 million figure, which 
is what we were looking at, or the $550 million figure, and also we 
had some studies made that showed that it would even be question- 
able whether we could use 30 of them. They carry so much that we 
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probably wouldn’t even need that many; but as you say, they would 
still probably cost about the same amount, whether you bought 28 
or 30 or something of that kind, so a long- range future for that air- 
craft was not very great. They would be in comparatively small 
numbers always because you would never have the use for a great 
number of them. 

We had studies made by universities on this matter: how many 
it was practical to have in our freight system, and it was surprising 
how few of them could carry all of the freight that was needed, and 
this, of course, brought in the idea, well, if we only had a few of these 
things, and relied on them as much as we did, they would then become 
very vulnerable. If one of them cracked up, we would lose a big 
percentage of our freight-carrying capability right away. 

So the idea of having smaller ones, like the 133’s, has its merits. 
There were arguments on both sides. Very many people were strongly 
in favor of the C133, and there were others who felt it was an unwise 
thing to do, and I was one who was very strongly in favor of keeping 
it until I fin: uly became convinced that it just didn’t make sense in 
the overall Air Force picture. 

Senator Monroney. But we are stopped now. I imagine the plans 
for the 133 were laid down about 4 or 5 years ago. We » have nothing 
coming on now, and you have 4 or 5 more years before you can ever 
get the plane thoroughly tested, modified, and ready for the line. It 
seems that if the purpose of MATS is to provide for an adequate 
airlift, you are going to be relying again in a few years on completely 
— ‘te equipment. You are mothballing your C-54’s overseas, which 

a pretty good old plane, but you have got to get rid of your Fair- 
child flying boxe: a's ; those are ‘being farmed out to Latin America. 
Your Globemaster is about as obsolete a plane as you will ever see 
sitting around any airport. It couldn’t even be sold or farmed out 
to anybody trying to make money on operating an aircraft. 

But we are talking about D-day capabilities. Have you got the 
airlift to lift a division, completely oleae to some place in Asia 
or in Europe? 

Secretary Suarp. We have enough airlift to meet what the Joint 
Chiefs of Staff say their requirements are. 

Now, there are obviously certain conditions in which it would be 
difficult to move a division to a certain place. A lot of these things 
depend upon the intermediate airbases that are available, the bases 
at the end of the line. You cannot just fly any number of planes 
into any specific airport. So there are a lot of factors involved other 
than just the number of aircraft and the ton-miles you can lift. 

I certainly believe when MATS gets the full fleet of C_133’s, it can 
probably say it is well-equipped to do the logistic job. It can prob- 
ably be better equipped to do it, but rather than having a little more 
plush, MATS—and from that sense of being better equipped to do 
it—we would rather in many cases spend this money. some place else. 
But as Colonel Hedlund mentioned, we are studying the possibility 
of using jet transports as cargo aircraft because of their enormous 
— and turnaround capabilities. Nobody has decided this is the 

way to do it, but there are developments being considered which would 
mean that possibly a Douglas or a Boeing or other transport-type air- 
craft could be converted into ac: argo-type e aircraft. 
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Even in an outsize cargo-type aircraft there have been suggestions 
along that line. So there are considerations of use of present modern 
aircraft for this cargo mission. But there has been no decision made. 

Senator Monroney. Is there anyone charged by the Department 
of Defense with writing cargoes of freight that could be moved 
cheaper, inventory values considered, reducing the pipeline time, and 
all, to where you would have that overseas and here, on the shipment 
of cargo by air? You have developed a great ability in your organi- 
zation over there to off-load and to on-load, but in conversations with 
pr closely associated with that, I gathered that there is a decided 

ack of information on what should be shipped by air and what should 
not be shipped by air. 

Colonel Heptunp. Sir, if I could comment on that in two regards: 

First, the individual services are responsible for determining those 
items which they would like to procure on what we call an air- 
transportation pipeline. In other words, in the Air Force we have 
determined that our high-value items, those which cost us a lot of 
dollars per item, are those which are most susceptible to being moved 
rapidly, by a rapid means of transportation, and this normally in- 
volves airlift. 

Secondly, the Joint Chiefs of Staff have determined and published, 
and it is binding on all of the services, a rather comprehensive series 
of criteria which cargo must meet before it is eligible for air trans- 
portation. 

I would be happy to make those available for the record or to read 
them, if you would like me to. 

Senator Monroney. We would like to have that material submitted, 
if it is not classified, for the record. 

Colonel Heptunp. It is not classified. 

(The material follows :) 


EXTRACT OF Arr Force REGULATION 75-93, DATED 12 Fesruary 1958 


10. Criteria for Allocation of Air Transportation Space: The following three 
criteria establish specific guidance for the allocation of airlift provided by 
MATS. 

a. CRITERIUM 1: This traffic will be considered as mandatory airlift require- 
ments for transportation space. 

(1) Movement of units and filler personnel, as directed by the Joint 
Chiefs of Staff, for the conduct and support of combat operations. 

(2) Emergency medical supplies (including whole blood). 

(3) Medical evacuees. 

(4) Air postage paid mail where commercial air service is not provided, 
registered mail, ordinary official mail, and courier mail. 

(5) Special munitions. 

(6) Any requirements deemed necessary by the Joint Chiefs of Staff as 
a mandatory air movement. 

b. Crrrertum 2: The following requirements will be considered after Cri- 
terium 1 requirements have been met and prior to the air movement of require- 
ments falling within Criterium 3. 

(1) Movement, incident to training of combat units: 
(a) Which are committed to combat operations at the outbreak of 
hostilities by jointly approved war plans, 
(b) which maintain an immediate and constant combat readiness, and 
(c) for which the concept of air movement has been approved by the 
Joint Chiefs of Staff. 
(2) Personnel and materiel, including mail, urgently needed in an area 
which is inaccessible to other modes of transportation because of terrain 
features, location, or climatic conditions. 








STUDY OF MILITARY AIR TRANSPORT SERVICE 39 


(3) Temporary duty and emergency leave personnel. 

(4) High cost, critical items which have been procured on the basis of 
an airlift pipeline after Joint Chiefs of Staff approval. 

(5) Items critically required for non-stock replenishment purposes. 

ec. CRITERIUM 3: All other passenger and cargo traffiic for which airlift is 
justified. 

Senator Monronery. I was just wondering whether there is not a 
possibility, as commercial people are finding, of reducing inventories 
and stockpiles, even for such mundane things as uniforms and shoes. 
Instead of carrying large stockpiles overseas, with heavy inventories; 
have these items available on an air transport basis. Your chain 
clothiers are doing this today, maintaining at least one cargo carrying 
airline in flying almost daily flights of German-made clothing back to 
the United States and distributing by air from there. 

Colonel Heptunp. Sir, the Air Force feels quite proud of thinking 
that we have taken the lead, at least among the military services, in 
this regard, and we have now for a period of 5 years placed a good bit 
of our logistics program on that very thing, procuring in accordance 
with rapid movement, and that primarily means air. 

We have found that in certain of our engine programs, for instance, 
that we have reduced our initial buy of engines many many times over, 
dollar-wise, the — dollars that we had to spend for rapid trans- 
portation, and w » applying this across the board, but first to those 
items which inv ave 1 more dollars in their initial purchase, because this 
is where you can save more. How far you can go, we do not know, 
but we certainly are going as far as we can justify. 

Secretary Suarpr. The fact that we have increased our requirements 
for commercial airlift certainly indicates that this is true. 

Now, we are closing down two of our big European depots in the 
Air Force and ending up with just one, just on the basis of being 
able to transport the requirements to the fighter bases i in Europe by 
air. So, as I say, our indication is that we are going to increase this 
amount of business that is handled, certainly by M ATS and probably 
by the commercial airlines, as well, just because of this system that we 
have developed. 

Now, talking about clothing, I think that it may come down to that 
some day. But it is pretty easy to estimate how many issues of clothing 
you are going to have in every 3 or 4 months. It is hard to estimate 
how many issues of some expensive spare parts on airplanes you are 
going to have exactly, so that it is possible to ship the pipeline of cloth- 
ing by surface transportation, maybe, and come out not so far ahead. 
You have to buy about the same amount. But if we do this same thing 
with our high-value spare parts, things that cost a great deal of money, 
we never can tell quite which base is going to need one and how m: ny 
they are going to need. We keep them in a central location in smaller 
quantities, and shoot them out in a hurry to the bases that need them. 
This is where we are saving actually millions of dollars in this opera- 
tion. It may come down to clothing later on, but I somehow rather 
doubt there would be the savings there. 

Senator Monroney. I have been told, by people who are supposed to 
know, that your ton-mile cost of a shipment of freight by the 132 would 
be comparable to truck-ton-mile costs. 

Secretary Suarp. It is quite possible it would. I understand that 
is what they hoped it would be. 
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Senator Monroney. That is the goal to which they were shooting. 

I heard Ralph Damon, who was one of the great airline executives 
of all time, former president of American Airlines and later president 
of TWA, explain that airfreight could be anything from diamonds 
to coal, but in between there were things that could be handled more 
easily by air because of lack of crating, expensive breakage, and things 
of that sort, this carries into all factors of the military. The thing 
that worries me about all of your plans for MATS is that we have 
no plans for anything beyond the 133, and it looks like four more 
years before we get into an airfreight age. 

Secretary Suarp. It may very well be. 

Colonel Heptunp. No firm buy program, I think Mr. Sharp meant. 
This doesn’t mean we aren’t in our programs taking a close look at 
what we may do after the turboprops are phased out of the program. 
They are a new type of airplane. They are just coming into the field. 

So the next step may be to the turbojet, but rest assured we are 
taking an active interest in planning along that line. 

Senator Monroney. It may be you haven’t fully utilized the poten- 
tialities of the turboprop yet. That is an efficient motor. It doesn’t 
require much maintenance, and it is more eflicient than the jet for 
getting into small fields. 

Colonel Heptunp. In the stage of progress we are just now availing 
ourselves of the advantages of the turboprop. We still have some 
bugs in that. I think the industry people will agree with that. There 
is one thing, sir, with respect to your comment on the big airplane and 
its ability to reduce the ton-mile cost. However, in the military, we 
have an unusual requirement, and that is for frequency to a lot of out- 
lying stations overseas, so when you put a big airplane on a trunk line, 
it doesn’t adapt itself completely to serving each of your defense sta- 
tions in an overseas area. 

Senator Monroney. About the only reason you use the Globemaster 
is as a distribution airplane. 

Colonel Heptunp. You always have a need for a smaller versus a 
maximum tonnage carrier, I think. 

Senator Monroney. Out of the $646 million of operating costs how 
much do you calculate is attributable to the maintenance of skills and 
operational functions and how much to the job of freight and passen- 
ger service ? 

Secretary Suarp. General Delaney, here, he is the Comptroller of 
MATS. . 

General De.Anry. Of the $600 million that you have as the cost 
of operating MATS, approximately $272 million of that is for 
operating the transport function. Now, as we see it, $47 million of 
that is spent in individual training, and $225 million is spent in 
training on the line. 

Senator Monroney. $47 million is individual training, and $225 
million is training on the line? 

General DeLaney. Yes, sir. 

Senator Monroney. So out of the total amount chargeable would be 
$374 million. Then, that would be attributable to the actual trans- 
portation of people and things, is that correct ? 

General Detanry. No, sir, $272 million is the total in the transport 
operations; $225 million is training on the line, and $47 million is 
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individual training, proficiency training not on the line, not carrying 
passengers or cargo. 

Senator Monroney. I see. 

In other words, $225 million would be chargeable to your actual 
transport of goods and people, is that correct, and then where does 
the rest of it come in ? 

General Tunner. I believe that the total figure includes other func- 
tions of MATS, and correct me if I am wrong, including ACS, 
weather, search and rescue, motion pictures, and similar things, map- 
ping, charting, and so on. 

General Detanry. That is true. 

General Tunner. The transport function of MATS is one of the 
functions. MATS is sort of a holding corporation which has these 
other functions which are not really related to the transportation 
function. The total is the 600 million figure that you quoted. 

Senator Monroney. That is the total figure, then, out of this, is the 
transport function ? 

General Tunner. The 272 million is the transport figure, I believe. 

Senator Monronry. Whatever else you get out of leasing commer- 
cial aircraft to do MATS missions would also train reservists in your 
CRAF program that would also be ready, is that correct ? 

General Tunner. I don’t understand your question. 

Senator Monroney. You show your purchased aircraft as $49 mil- 
lion, or seven-tenths of the cost of operating MATS, for the year 1957. 

Colonel Heptunp. If I may, sir, General Delaney was talking about 
the budget costs of MATS. These are separate and distinct from the 
$49 million which we spent for commercial airlift in fiscal 1957. 

General Detanry. That is right. 

Colonel Heptunp. So you should add the 272 plus 49, if you want 
to get a figure along that line. 

Senator Monroney. What I am trying to do is to obtain a figure 
which gives the transportation costs of MATS. 

You testified today it is roughly $272 million for transport costs, 
is that right ? 

Colonel Heptunp. This is the budgeted cost for the transport func- 
tion of the military Air Transport Service. It does not include mon- 
eys to buy commercial airlift to augment MATS. 

Senator Monroney. You have a comparable figure, then, for 1957 
which is $49,747,000, or 7 percent of your budget of that year. 

Colonel Heptunp. That is correct. 

Senator Monroney. What is the figure that compares with the $272 
million that you have just given me for the purchasing of airlift ? 

General DeLtanry. $49 million. 

Senator Monroney. It would be $49 million for this year, too, then; 
it would be the same would it not ? 

General Detanry. No, for this year it will probably be in the 
vicinity of $69 million, sir. 

Senator Monroney. Is that because you are using more airlift or 
because the prices have gone up? 

Colonel Heptunp. Generally because we are using more airlift. I 
don’t think you will find that the prices have gone up too much. 

Senator Monroney. In purchasing commercial airlift, you do recog- 
nize you are getting training facilities and in-flight training, and all 
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that, to the same degree that you have in MATS, is that not correct? 

Secretary Smarr. It is certainly helpful to have that many more 
pope trained, receiving the training. There is no question about 
that. 

Senator Monroney. But, in all of your other branches of flying your 
Reserves are trained at Government expense, are they not ? 

Secretary Suarp. That is 8 9 

Senator Monroney. What do you spend on Air National Guard and 
Reserve operations? Would the Comptroller tell us that ? 

Secretary Suarr. We will have to furnish you those figures. 

Senator Monroney. I would like to have those figures. If we are 
spending a great deal of Government money for training purposes of 
other phases of air operation, and you are getting this other absolutely 
without cost to the Federal Government, with the exception of the dis- 
bursement of freight, which you put out at something like the com- 
mercial charges on it, then you do get a byproduct of very great 
benefit to D-day requirements. 

(The information is as follows :) 


Air National Guard and Reserve costs—Operations and maintenance 

















[Millions] 
Period Air National| Air Force 
Guard Reserve 
Pe dae n dele hadi ctitedn doe co sk tei d op dddnant des cbade bane 5 114.4 56, 2 
ied ha tdnn daneneneebdacesnrneranernisencrrl ~noi dg oaks e 143.8 65.2 
ed foto wena dopa ce kt Whe seb t mapper nce nabanensasdpbiccsasdccse pew 80. 4 


Note.—The figures submitted do not represent comparable operations and maintenance costs. For 
instance, the Air National Guard figures include such costs as aircraft spares, spare parts and suppties, 
air technicians, etc. The Air Force Reserve figures do not include these costs since they are chargeable to 
aircraft and missile-procurement appropriations and military personnel appropriations respectively under 
the current budget structure. 


Colonel Heptunp. I would point out, sir, that it is not always the 
airplanes that are assigned to the civil reserve air fleet which are used 
in our normal peacetime operations. Asa matter of fact, more of our 
peacetime contracting is done with the carrier groups who have a 
nee proportion of the aircraft assigned to the civil reserve air 

eet. 

Senator Monroney. But those contracts are quite essential to keep 
going, aren’t they? Those planes are immediately available and 
would cause no disclocation of civilian air schedules or pileup of traffic 
where you lose various schedules in the event of D-day. 

Colonel Heptunp. Well, here I think Mr. Sharp will agree that 
we run headon into our procurement regulations which preclude 
us from selecting only civil reserve air fleet participants to participate 
in our peacetime business. We must put our business on the block to 
the low bidder. 

Senator Monroney. All of these people, whether they are low- 
bidder airlines or other, are all valuable to you, are they not 

Secretary Suarp. There is no question about that. 

Senator Monroney. Thus your total reserve pilot pool is larger, 
with more people being able to stay in business, whether they be little 
operators or joint airline companies; is that not correct ¢ 

Colonel Heptunp. Yes. 
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Secretary SuArp. Yes, sir; this is perfectly true. Wedon’t dis- 
agree at all with the premise that after we have used up the capa+ 
bilities of MATS, which has to be in existence and has be in train- 
ing, after we have used up that capability, we shouldn’t try to build 
up our capability beyond what we need. We should build it up just 
to what we need, and buy all of the rest from the commercial airlines, 
and this we intend to do, and this we think is valuable. 

Senator Monroney. Yes; but now under this new arrangement of 
the sole purchaser, MATS is the single judge and jury in regard 
to allocation. In other words, until MATS has satisfied its full re- 
quirements as to training, necessary operational time, and so forth, 
<—ee contracted beyond that, in the present context, would be 
valueless and wasteful to the taxpayers. I believe, if I understood 
your testimony, that this is correct. 

Secretary Suarpe. No, sir; this has been true right along. We have 
always used the capabilities of MATS to carry freight and passengers 
up to, well, let us say, the 414 hours that we have been able to use. 
We would like to do it up to the 6 hours, and anything beyond those 
figures we think certainly ought to go to commercial rather than en- 
larging the sizeof MATS. The size of MATS is established to carry 
out the first mission in an emergency in the first few minutes and 
hours. It has to be a certain size. It doesn’t need to be that size 
afterthat. But we have to have it for that purpose. 

And as long as we have established it, and the taxpayers have had to 
pay for it, and as long as we have the crews, it means that they either 
fly empty in their training or they fly with bags of sand to weight them 
down, or they fly with cargo that we need to take where they are going. 
They have to practice. 

I think that it would just be terribly wasteful of the taxpayers’ 
money if we didn’t carry something useful in these training flights. 

The Strategic Air Command has training flights, B—52’s, and other 
aircraft, flying around all of the time on simulated bombing missions. 
Unforunately, they can’t do anything useful while they are doing that. 
It is different with MATS. They can do something useful during their 
training, and it saves the Department of Defense some money. 

I think it would be wasteful of the taxpayers’ money if we didn’t 
do that. Over and beyond that, we should buy it from commercial 
airlines, and we intend to do that and go on doing it. 

Senator Monroney. Returning to the D-day requirements, it would 

seem there is room for a number of passengers, but not much logistical 
air support for the weapons and materials which need to be trans- 
vorted. 
The important point is that if you have the logistical capability, 
you would be able to utilize the services to a greater degree than your 
private and commercial business can readily supply, yet, you would 
still have your training proficiency on the type of plane and the type 
of supply that you would need in the event of war. 

No one in a military planning, I am sure, feels that merely landing 
a group of men at Orly Airport or in Rome or in Frankfurt is going 
to win a war of a perimeter or limited nature. You are going to need 
equipment there, also. 

General TunneEr. Sir, the only point we are trying to bring out is 
that it will cost us more money. We must have a high utilization of 
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MATS, because in time of emergency we must go even higher. My ex- 
periences have been that one of the Linen jobs that a transport com- 
mander has to do, is to achieve the high utilization necessary, given 
very limited resources. 

So if we do not have the high utilization, we can’t go to the higher 
which is so essential. If we have the utilization which we consider 
minimum, and we don’t use it, it will cost extra money in order to buy 
the additional airlift we need. 

Senator Monronry. I am reading from page 460, April 30, 1958, 
Aviation Daily. So there will be no misunderstanding, may I repeat 
that this is from the Aviation Daily and not from anything that has 
been supplied this committee under a secret nature. 

Military Air Transport Service carried 748,841 passengers, and 
149,531 tons of cargo during the fiscal year 1957. During the same 
period, MATS contracted with commercial operators to carry 190,466 
passengers and 17,482 tons of cargo, according to the Department of 
Defense figures supplied House Armed Services Committee following 
recent hearings. Commercial augmentation figures represent military 
traffic carried under long+term, 6-month and call-type contracts. 
Domestic traffic contracted for through the Military Management 
Agency is not included. 

This shows that a high degree of utilization of your facilities was 
apparently devoted to strictly passenger service, which was available, 
to a certain degree at least, from commercial airlines and contract 
carriers, and a very small degree of development of the air cargo. 
I think we all would agree that 149,000 tons of cargo would not be a 
drop in the bucket, if you ran into a limited war in certain areas of the 
world. 

Colonel Heptunp. Sir, your statistics there I certainly won’t argue 
with. 

I will point out that the numbers of people are strictly that: num- 
bers of people. The cargo is in tons. If you convert them to a com- 
mon basis, let us say ton-miles, I think you will find that about 65 
percent of our effort goes into cargo during this fiscal year and ap- 
proximately 35 percent in the passenger end. 

Senator Monroney. Would you convert that also into flights? 

Colonel Hepiunp. It could easily be converted into number of 
flights. 

Senator Monronry. You would have considerably more passenger 
flights than you would cargo flights, wouldn’t you ? 

Colonel Hepiunp. I would think so, perhaps because our pas- 
senger carriers are smaller, relatively. 

Senator Monroney. You don’t have the density of load. 

Colonel Heptunp. That is right. 

Senator Monroney. Senator Bible, do you have any questions? 

Senator Brste. No questions, Mr. Chairman. Thank you. 

Senator Monronry. Do you have any further witnesses that you 
wish to call this morning, Mr. Secretary ? 

Secretary Sarr. No, sir. 

Senator Monroney. General Birchard is only here to testify on the 
confidential material, is that correct ? 

Secretary Swarr. Yes, sir. He can testify on operations, but I 
think primarily 
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General Tunner. I believe he is in a position to extract classified 
portions. 

Secretary Sarr. Primarily he is here to discuss things which we 
don’t feel should be discussed in open hearing. 

Senator Monroney. He has nothing that he wishes to testify to in 
open hearings; is that correct? 

General Brrcuarp. I have no prepared statement. I am prepared 
to answer operational questions. 

Senator Monroney. Is it also correct that Colonel Hedlund and 
General Delaney have been assisting in this testimony ? 

Secretary Suarp. Yes, sir. 

Senator Monroney. Are there any questions from the staff ? 

We will ask that you be available for recall. We will notify you 
inampletime. We will have other witnesses. 

The committee will stand in recess until 10 o’clock tomorrow morn- 
ing. 
(Whereupon, at 12:15 p. m., the subcommittee adjourned, to re- 
convene at 10 a. m., Tuesday, May 20, 1958.) 


27557—58——4 
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THURSDAY, JUNE 12, 1958 


Unrrep Srates SENATE, 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
SprectaL SUBCOMMITTEE ON Mixirary Sea 
AND Mirirary Air TRANSPORTATION SERVICES, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 2:30 p. m., in 
room G—16, the Capitol, Senator A. S. Mike Monroney presiding. 

Senator Monroney. The Subcommittee on Military Sea and Mili- 
tary Air Transportation Services will be in session. 

We continue today the investigation of Military Air Transport 
Service. Our witnesses are Mr. Prescott, of Flying Tiger Line; Mr. 
George L. Giles, of Riddle Airlines; and Mr. inieed, of Slick 
Airways. 

Is Mr. Prescott in the audience? 

Mr. Prescorr. Yes, sir. 

Senator Monroney. Would you come forward, Mr. Prescott? We 
appreciate very much your being present to give us your testimony 
on this matter. 

Before your testimony, I would like to state that this series of 
hearings is designed to study the scope of MATS activities in rela- 
tion to the transportation services offered by the air carriers of the 
United States. Our subcommittee is cognizant of the necessity for 
both a strong defense posture and a healthy commercial air industry, 

An impartial hearing aimed at evaluating and adjusting the roles 
of the military and commercial air arms is particularly appropriate 
at this time. American airline companies have committed themselves 
to a $214 billion modernization program involving the substitution of 
jets and turbojets for piston-driven aircraft. In addition, competition 
from foreign companies reached a peak in March of 1958 when almost 
63 percent of the transatlantic passengers were carried by foreign- 
flag companies. 

Similarly, MATS is on the threshold of a new era. Turbojets like 
the C-133 are being phased in. These longer range, faster aircraft 
crease a increase military ability to meet its global responsi- 

ilities. 

The hearings today and tomorrow will focus on the commercial air 
industries’ views of this current problem. 

We are happy to have you, Mr. Prescott. You may proceed in your 
own way. Do you have another witness, an associate, with you? 

Mr. Prescorr. Mr. Myers, my counsel. 

Senator Monroney. We are happy to have you, Mr. Myers. You 
may sit at the table with Mr. Prescott, for convenience. Do you have 
a prepared statement ? 
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Mr. Prescorr. Yes, sir; I do. 
Senator Monroney. You may proceed. 


STATEMENT OF ROBERT W. PRESCOTT, PRESIDENT OF THE FLYING 
TIGER LINE, INC. 


Mr. Prescorr. My name is Robert W. Prescott. I am president of 
the Flying Tiger Tine, Inc., with headquarters at Burbank, Calif. 
My company is the largest of the all-cargo carriers; we operate pur- 
suant to a certificate of public convenience and necessity issued by the 
Civil Aeronautics Board for the carriage of freight, express, and mail. 

In addition to our certificated operation, we have, since our begin- 
ning in 1945, engaged in extensive contract and charter operations. 
We are one of the largest suppliers of commercial lift for the Military 
Air Transport Service. 

We appreciate the opportunity to appear before you and to discuss 
the pressing problem, so vital to the civil air carrier industry, of the 
competition of the Military Air Transport Service with the civilian 
industry in activities that are essentially civilian in character—that 
of simple air transport of persons and property in civilian-type air- 
craft. That there is a military aspect to this problem we do not deny, 
but we do say that dispassionate analysis of the problem by an in- 
formed committee such as yours will delimit the military needs to 
their true proportions and will allocate between the military and the 
civilian competitors the respective jobs each should perform in the 
national interest. 

The principles which should govern the allocation of work between 
civilian and military aircraft are clear and have been consistently 
stated both by the administration and by the Congress. 

After the repeated reiteration of the principles by the Congress 
even MATS does not take open exception to the principles involved, 
however skillful they have been in avoiding their incidence. 

We are, therefore, not here asking that this committee formulate 
a policy in regard to the civilian utilization by MATS in the perform- 
ance of the tasks of transporting persons ni roperty. That policy 
has long since been clearly adopted by the Government. What is 
geenee is congressional action to compel MATS to abide by that 

olicy. 

‘i The President’s Air Coordinating Committee in 1954 promulgated 
the civil air policy which was approved by the President. In dis- 
cussing national policy on Government use of air services that Com- 
mittee stated : 

In determining the extent to which civil air transportation will be used in 
meeting military peacetime and wartime airlift requirements, the Department 
of Defense should continue its policy not to engage in competition with private 
industry, and to support the expansion of the Nation’s civil airlift capability on 
an economically sound basis. 

This stand is fully supported by the conclusions of the Hoover 
Commission which stated : 


* * * only after commercial carriers have been utilized for maximum prac- 
ticable extent, should transportation on service carriers be authorized. 


The Congress itself has clearly stated the policy under which MATS 
should be operating. In appropriating funds for the current year, the 
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Congress adopted a conference report which reiterated the congres- 
sional policy and intent in this regard. The Senate committee in its 
Report 543 on the Department of Defense appropriation bill, 1958, 
stated : 


The committee reaffirms its position of last year that the Department of Defense 
should utilize the services of commercial transportation, in preference to Gov- 
ernment-owned and Government-operated transportation, to the fullest extent 
possible when, upon using the same cost standards for both commercial and 
Government facilities, it is found more economical, and further, that in evaluat- 
ing relative costs of transportation, the Department should recognize the specific 
monetary value of time saved as an important factor in the award of competitive 
bids in transportation. 


In summary we do not feel that sufficient effort has been made by the Depart- 
ment of Defense in the international and overseas field to adjust its use of air 
transportation so as to use existing unutilized capacity of United States air 
carriers. 

The committee then stated that the Defense Department should in 
1958 reprogram its funds— 
to permit the funds so reprogramed to be applied toward procuring the services 
of Unites States civil-air carriers to meet as nearly as possible 40 percent of the 
passenger requirements and 20 percent of the cargo requirements of the Military 
Air Transport Service. 

The conference report, adopted by both Houses of the Congress in 
August 1957, reiterated the congressional policy and intent and stated: 

The committee of conference emphasizes the importance of the Senate com- 
mittee report on use of commercial carriers and calls on the Department of 
Defense to carry out the full intent. 

MATS has not eliminated competition with civilian industry pur- 
suant to congressional order. 

Despite the clearly enunciated congressional directives to fulfill its 
well considered policy and intent, the Air Force has resolutely con- 
tinued its policy of minimizing utilization of carrier-owned and car- 
rier-operated aircraft. The Department of Defense has continued in 
effect directives which provide that transportation resources of MATS 
take precedence over the employment of commercial transportation. 
MATS, pursuant to these directives, upon receiving lift requirements 
of the various Departments of Defense, allocates such requirements 
first to fulfill the capability of its own aircraft and then, and only 
then, to the extent there is any excess, contracts the balance to the ci- 
vilian carriers. This procedure has not been changed despite the recent 
congressional directive which accompanied the last appropriations for 
the Department of Defense. 

The Air Force in reports to the Appropriations Committee and be- 
fore the Holifield committee (Subcommittee of the Committee on Gov- 
ernment Operations, House of Representatives) first attempted to 
justify itself by claiming compliance with the congressional directive 
to allocate 40 percent of the passenger requirements and 20 percent 
of the cargo requirements of MATS by contending that the overall 
Defense Department utilization of civil-air services met the congres- 
sional directed totals for MATS alone. 

When the congressional committees showed little patience with 
this, the Air Force then contended that MATS, in efforts to comply 
with congressional policy, allocated no more than 3614 percent of the 
passenger requirements and a mere 6 percent of the cargo require- 
ments, and pleaded extenuating circumstances. Now it appears that 
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MATS will concede that it has not met the congressionally imposed 
obligation and that it justifies itself on grounds of cost and of military 
necessity. 

An analysis of the facts by this committee will demonstrate that 
MATS is incorrect.on both counts. 

MATS was created in 1948 by merger of the Air Transport Com- 
mand and the Naval Air Transport Service. It has taken over certain 
functions relating to weather, air rescue, etc., with which we are not 

resently concerned, Its prime function was to be a training organ- 
ization and logistic support. A close partnership with the growing 
civilian industry was envisaged. 

MATS has abandoned the claim that it is a nucleus air fleet. Instead 
it has concentrated on building up the largest transport air fleet in 
the world. It is now operating approximately 1,400 to 1,500 aircraft 
and it is flying worldwide route systems. It is larger than all of the 
American-flag carriers in international commerce combined. Its 
traffic includes the majority of all United States military personnel 
moving to and from stations overseas, officers of NATO and other 
Allied forces, employees of the State Department and other Govern- 
ment agencies, servicemen’s wives and families, and almost anyone 
else who can qualify as a “guest of the Government.” 

Freight shipments and Government mail are similarly handled. Not 
only does MATS carry military freight between military points but 
in increasing amounts is carrying civilian freight of civilian con- 
tractors between civilian points of origin and points of installation 
for later delivery to the Government. 

The total volume of passengers and goods transported has grown 
steadily. In 1957 approximately 750,000 passengers and 150,000 tons 
moved via MATS at a total cost of approximately $224 million. 

Although this represents a sharp increase in total airlift taken up 
by MATS over the past years, the amount of this traffic shared with 
its partners, the civilian carriers, has not increased in proportion, but 
has actually decreased. 

No one has ever contended that all of the MATS traffic should be 
diverted to civilian carriage or that MATS should not carry traffic 
in training flights. However, even MATS has recognized that there 
should be peacetime augmentation by civilian carriers of MATS air- 
lift, that such augmentation will be essential in wartime. But MATS 
has been content to allot to the civilian carriers only what it deems to 
be “overflow” from its own total lift capability in peacetime. 

In attempting to justify its failure to follow the congressional 
directive to allot 40 percent of its passengers and 20 percent of its 
cargo to civilian carriers, MATS has claimed that it would have 
been to costly to do so. We think the record will show that there 
would, in fact, have been a saving. This I can demonstrate by the 
specific example of my own company. 

Flying Tigers obtained, on comnetitive bids, a contract to provide 
transpacific services for the fisce. year, 1958. Under that contract 
our charges to MATS are 13 cents per cargo-mile and 24.7 cents per 
passenger ton-mile. (Nine passengers to the ton. Contract price 
to carry 1 ton of cargo 13,450 miles from Travis Air Force Base to 
Tokyo and return is $1,7548.50. Contract price to carry 1 passenger 
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round trip 13,425 miles from San Francisco to Tokyo and return to 
Travis Air Force Base is $368.53, or 2.74 cents per passenger-mile.) 

We do not have available data which would indicate what MATS’ 
total, actual costs are for equivalent service. However, we do have 
an index for comparison purposes in the charges MATS purposes to 
make under its industrial-fund program which will be inaugurated 
on July 1, 1958. 

In determining the billing price for its airlift services, MATS takes 
into account only certain types of costs. While it is not clear as to 
all that MATS does include, it is manifest that it does not include 
depreciation, crew costs, insurance, costs of recruitment and training, 
and costs in lieu of taxes. Even on this truncated-cost basis the cost 
computed by MATS for its services is higher than our contract price. 

MATS has thus itself estimated a cost for its Pacific operations, of 
18.5 cents per ton-mile for cargo as compared to Flying Tigers’ charge 
of 13 cents, and 34.2 cents per ton-mile for passengers compared with 
Flying Tiegrs’ charge of 24.7 cents. 

The lower-cost transportation by civilian aircraft, thus shown, is 
what can be achieved by a long-term planning to utilize civilian air- 
lift. Of course, when MATS calls for spot movements on short call 
for bids, movements cannot be planned and long-range economies 
cannot be achieved by the civilian carrier; in such cases the civilian 
bid is higher than that of Flying Tigers mentioned above. And we 
might quibble over whether the civilian costs are on a statute-mile 
basis and MATS’ estimates on the basis of nautical miles. In any 
event it is apparent that the civilian air carrier is a lower cost, more 
economic operator of transport aircraft. 

I want to make clear here as I have done in the past that the high- 
cost operation of the MATS airline is no reflection on the ability, 
integrity, or intelligence of the military personnel responsible for 
its operation. The cause is the system and the objectives of the mili- 
tary versus commercial airline operation. I do not even criticize the 
system. It is good, so far as I am able to determine, for the purpose 
for which it exists. But MATS just is not designed to, and will not, 

ield low-cost airline transportation. To the extent that it uses civil- 
ian airlift in lieu of its own higher cost operation it is saving money. 

But MATS may retort that its training program requires the flying 
of MATS aircraft whether or not civilian aircraft are utilized, and 
that empty MATS aircraft would be needlessly “boring holes in the 
air” alongside the well-filled civilian aircraft. This, too, bears anal- 
ysis. 

No one challenges the proposition that MATS requires an extensive 
training program to ready its nucleus fleet for emergency and war. 
And no one denies that it is good business for MATS to utilize its 
training flights to carry passengers and cargo. But how much flying 
is really required for “training” ? 

The answer is not one which falls exclusively within the province of 
the military. Here the expertise of the civilian operator of a fleet 
of aircraft can be of assistance to this committee. 

The efficient operation of a large air fleet for the transport of men 
and goods, whether it be by civilian or military personnel, is merely 
the effective use of men and machines. MATS will have an efficient 
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fleet capable of expansion in capability in emergency if it has ma- 
chines in ready operation and men trained to fly them. 

It is clear from the record made by MATS before this and other 
congressional committees that the amount of flying it performs is in 
excess of the amount required for the training at hand. 

Senator Bricker. Where will we find that testimony ? 

Mr. Prescorr. From the Holifield committee report, Senator. I 
will give you the specific citation later, if you like. 

First, as to machines. MATS has stated that it is operating its air- 
craft about 4.5 hours per day. It would increase its utilization rate 
to 6 hours. In the case of a commercial operation, increased utiliza- 
tion of aircraft would lower the unit cost of depreciation—but in the 
case of MATS no depreciation is calculated in its operations. In- 
creasing the utilization to 6 hours will not increase the availability of 
the aircraft. An aircraft which is exercised by a utilization of no 
more than 3 to 4 hours a day is as ready, as available, as “trained” as 
one with higher utilization, and is ready for the surge required by 
an emergency to higher utilization, provided only that trained crews 
are available to fly the additional hours, 

General Tunner has stated that at the beginning of the Korean 
airlift, MATS was operating its aircraft at a utilization rate of 2.5 
hours per day. At the same time the civilian operator was getting 
6 to 8 hours’ utilization. At the end of the first 30 days of this opera- 
tion MATS attained a utilization rate of only 4.3 hours. But the 
civilian operator by that time had achieved 12 and even 14 hours’ 
utilization. In both cases the aircraft were well maintained, in good 
operating condition, and “trained,” ready and able to provide maxi- 
mum performance. The readiness of the aircraft was not the deter- 
mining factor in attaining a surge in use. It was manpower. 

Second, as to men. It goes without saying that MATS should so 
operate its fleet as to provide the amount of training necessary for 
its flight crews. General Wilson before the Holifield committee, upon 
questioning, stated that 40 to 50 hours a month of flying was sufficient 
for training of pilots. However, he admitted that MATS pilots in 
fact are flying approximately 80 hours a month, not a training sched- 
ule but a full-time flying-job schedule. 

So it is clear that the amount of flying in competition with the civil- 
ian carriers is in excess of that required either to keep the aircraft in 
readiness or to train the pilots presently available to MATS. 

MATS would justify the flying in excess of the hours needed to keep 
its aircraft ready and its pilots trained by the assertion that it is essen- 
tial to exercise the system, consisting of “terminal operations, com- 
munications, control teams, maintenance, and many other elements.” 
But to the extent that the system is other than MATS aircraft and 
MATS pilots that system is in use and is exercised in conjunction with 
civil aircraft which are used to augment the MATS aircraft as well 
as with MATS own aircraft. 

Senator Bricker. Just one question, Mr. Prescott. I note at the 
top of the page you say that the hours of operations of the MATS 
planes is much lower than the available hours of utilization of the 
private planes. You also say it is not because of the condition of the 
plane, but it is because of manpower. 
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Then you say in the second paragraph, “Second, as to men,” and 
claim that they are operating more than is necessary for a training 
schedule. 

Mr. Prescorr. Yes, sir. 

Senator Bricker. That would imply that there is a limitation of 
pilots in the MATS program. 

Mr. Prescorr. Apparently there is, pilots and mechanics, and they 
are using the pilots they have, and apparently the mechanics they 
have, and apparently to the maximum capability. And where they 
are going to get their surge in wartime I couldn’t tell you. I don’t 
know whether they could or not. 

Senator Bricker. Proceed. Thank you. 

Mr. Prescorr. The experience of the civilian operator demonstrates 
that it is not necessary to operate a system at a high rate in order to 
expand effectively in an emergency. The Korean airlift, to which 
reference had frequently been made, is a prime example. 

Immediately upon the outbreak of hostilities the civil carriers or- 
ganized and operated an airlift to Japan, integrated with MATS’ 
own operation and directed by MATS. My company, for example, 
flew its first flight within 24 hours of the first call. Others responded 
in like fashion. Altogether 12 airlines contributed aircraft to the 
operation. 

In 22 months of operation, the United States commercial carriers 
using their own aircraft and crews tranported from the United States 
to the Far East 91,874 passengers and MATS carried 32,632 passen- 
gers. Inthesame period, the United States commercial carriers trans- 
ported 31,050 tons of cargo and mail, and MATS carried 16,474 tons. 
The United States commercial carriers thus were responsible for about 
three times as many passengers and about twice as much cargo and 
mail as was MATS for the same war period. 

These accomplishments are the more noteworthy when it is remem- 
bered that the Korean lift was hastily inaugurated without the plan- 
ning which is now available with CRAF. What has been done can 
and will be done again as occasion warrants and hereafter on a better 
preplanned basis. 

Such preplanning is now an accomplished fact in the program for 
the Civil Reserve Air Fleet. 

The CRAF program which MATS has organized as an essential 
augmentation of its own capability is designed on a principle con- 
trary to the one MATS espouses here. Upon no more than 48 hours’ 
notice the CRAF aircraft will be airborne along predetermined routes. 
Carriers have been assigned bases, supplies and skeleton organizations 
are in readiness, the civilian carriers will surge into action immedi- 
ately upon call in emergency. 

The military personnel is no less competent. The military, too, can 
surge from a well-planned, moderate operation. It is no more neces- 
sary to keep a large military system in operation than it is to main- 
tain civilian carriers in constant operation in order to expand to 
emergency strength when needed. 

So it is not for training that MATS must operate at full capability 
with only overflow available for the competing civil aircraft—aircraft 
which operate more cheaply for the Government. It is interesting to 
note that while before the Holifield committee much was made by 
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MATS of training, now before this committee, little or nothing has 
been said about the training function of the MATS large operation. 
Instead, MATS says its objective is to acquire and maintain in being 
military air transport forces which are capable of meeting “the imme- 
diate action requirement.” 

Senator Bricker. Of course, training would be a part of that, 
wouldn’t it ? 

Mr. Prescorr. Yes, sir; training is a part of it, but full utilization 
of all of your people past the training is not a part of it. 

Mr. Sharp, Assistant Secretary of the Air Force, in testifying 
before this committee, has injected what appears to be a new note to 
explain the discrimination against the use of civilian carriers. He 
speaks of the need for instantaneous reaction which he says can be 
met only by combat-ready forces in being (that is, the MATS fleet), 
which can respond in the critical initial period of a general war. He 
implies that MATS must fly the maximum amount of passengers and 
cargo throughout the world in peacetime to fulfill this prime objec- 
tive. 

I confess we are here moving into the realm of military planning. 
In fact, MATS has indicated that there will be a classified briefing 
presented to this committee as to this aspect of the problem. I would 
not venture to comment upon this; however, there are some facts which 
we can publicly discuss. 

The CRAF program itself envisages the immediate readiness of 
the civilian augmentation to MATS for any D-day operation. The 
civilian aircraft are all to be militarily operative within 48 hours. 
Civilian carriers have their assignments on routes throughout the 
world to service the civilian aircraft. Ina matter of hours, upon call, 
CRAF is to be a part of the Military Establishment. 

Senator Bricker. Are those assignments made by the military ? 

Mr. Prescorr. Yes, sir’; under the direction of the military in the 
Civil Reserve Air Fleet program. 

Senator Bricker. Are they coordinated with the whole overall 
MATS program ? 

Mr. Prescorr. Yes. 

Senator Monroney. Each one of our commercial companies have 
placed so many planes in the CRAF program. It is constantly kept 
at around 300, as I understand; is that correct ? 

Mr. Prescorr. Yes, sir; that is correct. 

Senator Monronry. Are the crews trained and ready to go any- 
where in 48 hours? 

Mr. Prescorr. Yes, and even bases are assigned for operation to the 
various carriers. 

Senator Monronery. But does the proficiency, training, and know- 
how of your organization cost the military absolutely nothing ? 

Mr. Prescorr. That is true. 

Senator Monroney. In other words, you are trained and made opera- 
tionally ready by the volume of freight and transport business that 
you are able to gather or develop ? 

Mr. Prescorr. That is correct. 

Senator Monroney. This is one branch of the military service that 
doesn’t get any pay for drill period, training or summer camp; is that 
correct. 
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Mr. Prescorr. That is right. If MATS has some requirement for 
even more immediate action for aircraft immediately responsive to 
military orders in a general war, this has not been vouchsafed to the 
civilian industry. However, anyone conversant with the problem 
would agree that there should be military aircraft in battle readiness 
at the point where needed at all times to swing into instantaneous 
action in the event of a general war as is here under discussion. 

Patently, this, in effect, requires the maintenance of a transport fleet 
at the ramps to be ready for takeoff. MATS aircraft thus arrayed 
fulfill the prime objectives as stated by Mr. Sharp. 

However, if the MATS fleet is to be busily engaged flying the far 
reaches of the world carrying the large volumes of passenger and 
cargo traffic now required by the military departments, at any given 
time a large proportion of its fleet will be far from the ramps, and not 
available for instantaneous action upon the call day. This, I think, 
is the contention of the civil industry in a nutshell. The MATS fleet 
should concentrate on its prime objective of keeping in immediate 
readiness its aircraft at the points of planned departure; the civilian 
aircraft to the extent they are available should relieve MATS of the 
burden of supply of the peacetime routes—and at a lower cost to the 
Government. 

If it is not to be a general war, but a localized or brush fire type of 
outburst, the Korean incident has already demonstrated that the civil- 
ian airlift is fully competent and adequate to augment a ready MATS 
fleet to accomplish the military objectives. The CRAF program in 
force will provide the necessary mechanism. Meanwhile the civilian 
carrier should be provided with the traffic from MATS which is neces- 
sary to enable it to maintain and have available the transports that 
will be needed—and at no capital cost to the Government. 

Senator Monroney. Would you permit me to interrupt you? Your 
figures a while ago stated that the civilian carriers were in the air 
on a 48-hour basis after the outbreak of the Korean war. 

Mr. Prescorr. Yes, sir. 

Senator Monroney. During that period the airlift supplied by 
civilians far exceeded that supplied by MATS. Now, has there been 
a large shift in the capabilities of MATS to meet a crisis so that they 
no longer need the heavy services of the civilian lines that were thrown 
into gear at M-day in Korea? 

Mr. Prescorr. There has been considerable increase in MATS 
capacity, but evidence that they still need civilian augmentation is the 
three-hundred-and-fifty-odd planes in the CRAF program now. 

Senator Monroney. Have they any greater — today in getting 
off the ramps than they had during Korea? In other words, they 
had to use civilian fliers to meet the challenge there. 

Mr. Prescott. Yes, sir. 

Senator Monronery. I wondered if the argument by the Defense 
Department is borne out by the fact that they now have to rely on 
MATS for instant readiness of transport anywhere in the world. 

Mr. Prescorr. Instant readiness—they may have to depend on it. 
Instant readiness is like a fire department out in a firehouse. If it is 
out in Maryland, it isn’t instantly ready for a fire here in Washington. 
They have the equipment. I don’t believe they have such expand- 
ability in a hurry because they are already using their people, their 
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flying and maintenance crews, at top utilization doing a commercial 
operation with them. 

Does that answer your question. 

Senator Monroney. Yes, except that I was just wondering if there 
was any reason to believe that MATS has become more proficient in 
meeting the challenge than they were in Korea, other than adding a 
few more planes. 

Mr. Prescorr. It is not a matter of proficiency. It is a matter of 
manpower. They are certainly proficient, as far as we can see, but if 

ou are using a man to his already physical extent, you can’t break 
im in two and use him twice. 

Senator Monroney. In other words, with only a pool of extra pilots 
and maintenance men to keep the planes flying, and instantly available, 
it would be necessary to use commercial lines, particularly the freight 
lines who have no regular schedules they have to meet, and can be put 
on worldwide runs. Is that correct? 

Mr. Prescorr. Yes, or use their own pilots at half their expected 
capacity, if you have a hundred pilots each flying 45 planes for MATS 
in peacetime, you automatically have a hundred percent expansion of 
those pilots. 

Senator Monroney. But you are now using a 90 percent or 80 
percent 

Mr. Prescorr. They are now using full capacity of their pilots, 
according to their own testimony. 

General Tunner has testified here that CRAF is composed of but 
362 4-engine aircraft, including 114 DC type which are obsolete. 
However, it should also be noted that since the CRAF fleet has been 
set up, another times as many additional aircraft, all modern in type, 
have been designated as available for CRAF and can be incorporated 
into CRAF whenever the military so decide. But it is also true, as 
General Tunner points out, that there still is a deficiency in cargo 
capability both in the military and in the civilian fleets. 

This deficiency in civilian capacity can be overcome, and the civil 
industry will, with its own resources, build a large, modern fleet of 
cargo aircraft. But this will be facilitated and made possible only if 
MATS will adopt—or will be made to adopt—a rational program in 
regard to the use of civilian cargo aircraft in its program. Secretary 
Sharp in his testimony before this committee put his finger on the 
problem. He stated, “The record seems to indicate, however, that 
military business is a fluctuating and undependable source of revenue 
at best.” If MATS with its mammoth annual volume of passengers 
and cargo would rationalize its progrm of utilization of civilian airlift 
and program its funds as directed by the Congress, it would provide 
a dependable and nonfluctuating flow of traffic for the civilian air 
carrier. 

Senator Monroney. Let me ask you, isn’t it a fact that the modern 
fleet provided by some of the larger air-cargo companies for failure 
to receive an expected amount of business in the supplying of trans- 
portation for the military, has been dispersed or sold, and we have 
gone down in capacity rather than up in capacity ? 

Mr. Prescorr. That is the information that I have, that several 
four-engine long-range modern transports have had to be sold, some 
of them out of the country, because they couldn’t find any work for 
them here. 
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Senator Monroney. To the degree that planes have been sold to 
other countries, sold for salvage or to Latin America, means that we 
have 0 much less airlift than we would have had before, is that 
right 

r. Prescorr. That much less reserve and that much more of the 
Government’s money you have to spend to replace it. 

Senator Monroney. MATS says: Of course, we go out and always 
keep 300 in our CRAF program. But your ultimate efficiency and 
capability would rest on the total number of planes you have work- 
ing in your commercial airlift, no matter how many you have enlisted 
at the present moment. 

Mr. Prescorr. That is correct. 

Senator Bricker. And does that depend on how much business you 
have? 

Mr. Prescorr. Yes; the Government is the only one that can afford 
to own an airplane that isn’t working. We can’t. 

Such a MATS program would provide the incentive and means for 
the civilian air industry to expand and maintain a large modern fleet 
of aircraft available to the military in peacetime and an incalculably 
valuable air capability in time of war—created by private industry 
at no capital cost to the Government. The traffic which MATS can 
contribute to civilian airlift—at low cost to the Government—com- 
bined with the growing volume of commercial traffic—will provide 
the base loads which will make economically possible a rapid expan- 
sion by the civilian industry of a modern cargo fleet to meet the 
deficiency in such aircraft. 

Take my company as an illustration. At the present time we have 
available for military service 7 Super-Constellation 1049-H aircraft, 
the most modern and largest cargo aircraft now available to the 
civilian industry. These aircraft are in addition to those we now 
have in commercial service. If MATS continues its policy of mini- 
mizing use of civilian aircraft, we shall find it difficult, if not impos- 
sible, to maintain this fleet of modern aircraft in being to provide 
essential services in time of war. 

Senator Bricker. What do you mean when you say, “these aircraft 
are in addition to those we now have in commercial service” ? 

Mr. Prescorr. Well, these airplanes we speak of now are excess to 
our commercial route needs that are now in contract business with 
MATS and other civilian contracts. 

Senator Bricker. Are they being used in the MATS program? 

Mr. Prescott. Yes; plus civilian charter work, too. 

Senator Monroney. The airplane market has gone down decidedly 
in the past several months, due to overdumping, I imagine, of cargo 
planes and other planes that were previously at a premium. In view 
of the market, therefore, could you sell those planes in this country, 
or would they be sold probably to foreign carriers? 

Mr. Prescorr. Well, the market is very thin everywhere, Senator. 
I don’t know of any market in this country at the present time, from 
what little I know about the field. 

It would be very difficult. 

Senator Monroney. To illustrate what has happened, up to 6 or 8 
months ago you could get a premium for a DC-6A above the factory 
cost because of the scarcity. 
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Mr. Prescorr. That is right. 

Senator Monroney. Now, as I understand, some companies have 
had to sell them at $500,000 below their actual factory cost. 

Mr. Prescorr. Yes, and some have had to go out of the country to 
get a market. 

Senator Bricker. How has that happened in 6 months? 

Mr. Prescorr. Things have caught up. The growth of commercial 
traffic has slowed down in the past year and many deliveries from 
the factories have filled up the gap. 

Senator Bricker. Is it a peasiiabion of both? 

Mr. Prescorr. Yes, for a long time, because of the long lead time 
from the factory in supplying equipment, there was a shortage. 

Senator Bricker. The growth has leveled out. 

Mr. Prescorr. Yes, the growth curve has flattened out a bit, but 
also the long lead time of production has caught up and it is just not 
the same market. 

Looking down the road, the MATS policy has a still graver impact 
on plans for the acquisition of even more advanced transport aircraft. 
To provide the new, heavy-duty, low-cost cargo aircraft essential to 
the defense plans of the country and to provide new large cargo air- 
craft with the low ton-mile direct flying costs required to expand 
and serve the airfreight needs of the country, the civilian carriers 
must acquire fleets of new, larger, faster, and more highly powered 
aircraft which the manufacturers can and will supply when orders 
justify. New turboprop aircraft designed for cargo operation are a 
certainty; jet aircraft specifically designed for cargo operation are 
within the realm of possibility. 

Turboprop aircraft which will provide a ton-mile cost of about 
one-half of that of our present Super-Constellation, which is conceded 
to be the most efficient overseas freight plane today, are available if 
the cargo carriers can finance their acquisition. When the civilian 
carriers acquire such aircraft they will provide the efficient, low cost 
increments to CRAF to fill the deficiency which MATS now sees in 
its airlift plans for a war emergency. 

Our civilian traffic today, standing alone, will not justify the 
financing and acquisition of large, new turboprop aircraft but with a 
reasonable amount of military traffic which we can contemplate if the 
congressional policy of maximizing utilization of civil air carriers 
be implemented, my company could finance and acquire this revolu- 
tionary new equipment. Such equipment, of course, would go into 
CRAF. 

The only new aircraft now on order by MATS are the C-133’s, 
strictly cargo, giant cargo aircraft. These are special-duty aircraft 
for MATS, and undoubtedly should be acquired and should be utilized 
by MATS in training and in peacetime lift. Such a giant size aircraft 
is not now economic for commercial traffic alone at the present level of 
development of the commercial industry. However, if MATS traffic 
were made available to the civilian industry in accord with the stated 
policy of the Congress, the ability to use such aircraft for the dual 
purposes of civilian and military lift might well enable the civilian 
industry to acquire such large aircraft—in the furtherance of the na- 
tional interest and for the national defense. 

However, the record of MATS’ fulfillment of the congressional 
policy is bleak. It persists in using its large fleet of existing equip- 
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ment first, to the detriment of the development of a strong civilian fleet 
of modern aircraft. In MATS’ existing fleet is a large number of 
obsolete aircraft. We thus have the spectacle of the finest, long-range 
are now available being withheld from the list of reserve aircraft in 
RAF because of lack of work, while MATS’ obsolete aircraft, such 
as the C-54, which is now a horse-and-buggy airplane, flies military 
traffic at costs higher than those of which the service can be bought. 

We are not talking about an academic problem. The deterioration 
of CRAF has already set in as a direct result of the MATS’ program. 
Ten modern 4-engine aircraft—DC-6’s and Super-Constellations— 
now all assigned to CRAF by their American operators are being sold 
to foreign-flag carriers because, the American operators state, they are 
forced to do so by MATS competition. These sales are only the begin- 
ning of what will happen unless the Congress enforces its directives to 
MATS in regard to the maximum use of the unused capacity of civilian 
aircraft. 

Secretary Douglas has stated that except for the special duty air- 
craft, the C-133’s, MATS is not ordering any new jet transport air- 
craft. However, its present fleet is or shortly will be obsolete. Its 
policy of minimizing use of civilian aircraft makes impossible the 
maintenance, let alone upgrading, of CRAF at full strength. MATS, 
wittingly or unwittingly, is laying a predicate for a reversal of posi- 
tion—it will have to come back to the Congress for huge appropriatons 
to supply itself the new, modern transports which it 1s preventing the 
civilian industry from acquiring. 

Senator Bricker. Are they using any of the turboprops at all ? 

Mr. Prescorr. The C-133 is a turboprop, and they also have the 
C-130. 

Petator Monroney. That is more or less a troop carrier deal, isn’t 
it ? 

Mr. Prescorrt. It is that, plus capable of carrying outsize cargo. It 
isa huge aircraft with nose loading. 

Senator Bricker. You say those are becoming obsolete. What is 
the next step ? 

Mr. Prescorr. Well, these will become obsolete. These are the 
brand new ones. C-—54’s have long been obsolete. Any other piston 
engine transport will be obsolete a year from now. 

Senator Monroney. You still see in many airports of the world the 
old Globemaster, an 8-year-old plane or the old Fairchild boxears; 
aircraft which should be retired or broken up for salvage. These 
planes are being used at a very high expense, are they not, when much 
more efficient planes could be supplied on a contract basis, if the 
carriers were allowed to engage in the carriage of freight now being 
put on these high operational, obsolete aircraft ? 

Mr. Prescorr. That is very correct. The C—54 cost is not impor- 
tant in wartime, but the gasoline and manpower costs are now impor- 
tant. The C-54’s which are being flown now are terrifically high- 
cost in manpower and fuel, regardless of what the commercial] cost is. 
It is just obsolete, as far as flying in competition with modern air- 
planes is concerned. The Air Force, as is the Congress and the tax- 
payer, is concerned with the high cost of maintaining an air fleet 
such as MATS to provide a global transport system with the capa- 
bility of surging to peak effectiveness upon the outbreak of hostilities. 
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This is admittedly costly. But it is a necessary cost of preparedness 
and of national defense. 

However, to utilize such a transport system simply because it is 
available is unsound and wasteful. This is a waste that is readily 
measurable not only in dollars but also in natural resources which 
are the sinews of war. It is wasteful of dollars, but also in man- 
power and material. 

We have already demonstrated that it is far cheaper to ship by 
civil carrier than by MATS. And we have demonstrated that the 
Government will save large capital outlays if the civilian industry is 
enabled to acquire the necessary transport equipment which will be 
available when necessary in emergency. The Government would be 
money ahead if it utilized the civil carriers to the maximum extent to 
carry military traffic at the prevailing civilian charges for such traffic 
to the limit of their unused capability, and utilized MATS only to 
the extent necessary to provide the training and standby capability 
for which it is needed in case of war. 

This is well illustrated by the example which I have already used 
of comparing the prices my company charges for trans-Pacific trans- 
portation to the estimated tariff costs MATS finds it necessary to 
assess other services for its transport activities. Our charges of 13 
cents a ton-mile for cargo and 24.7 cents a ton-mile for passengers 
are approximately 27.8 percent to 29.7 percent less than the charges 
which MATS indicates it must charge to reimburse its industrial 
fund for its “costs,” even as it calculates them. I am confident that 
analysis by this committee will but prove that the savings in dollars 
by a greater shifting to civilian carriage is in the magnitude indi- 
cated by these figures. MATS could well utilize the savings thus 
effected to pay for the reduced flying it would require to provide 
trained personne] and the necessary air fleet that it will need for its 
wartime purposes. 

The waste in manpower and materiel which would be eliminated 
by a reduced utilization of the MATS fleet for routine transport 
operations is even more significant. The modern aircraft available 
to the civilian operator is an efficient user of manpower aand essen- 
tial materials such as gasoline. To transport 10,000 pounds of cargo 
from San Francisco to Tokyo, the cost in crew time and in gasoline 
on a civilian Super-Constellation is only 25 crew-hours and 3,350 
gallons of gasoline. 

The MATS inferior aircraft consume far more hours and far more 
gasoline for equivalent lift. If MATS uses the C—54’s in its fleet, it 
would consume 90 crew-hours and 5,800 gallons of gasoline to trans- 
port 10,000 pounds between the 2 named points. In wartime, costs 
are secondary to getting the job done. But crew time and gasoline 
are precious commodities in short supply in wartime. 

Senator Bricker. What would be the comparative figures if they 
used the modern aircraft they have? 

Mr. Prescorr. If they used the C-133, it would be considerably 
better, it might even be better than our Super Constellation. We don’t 
have those figures as to their payload. 

Senator Bricker. But they are not using any of those, are they? 

Mr. Prescorr. They are using some of those but also they are using 
the C-54’s. 
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Senator Monroney. I heard that overseas MATS was going to 
mothball all of their C—54’s. 

Mr. Prescotr. Yes; they are still using the C-97, which I think is 
less efficient than the C—54. 

Senator Monronry. Which is that? 

Mr. Prescorr. The military version of the Boeing Stratocruiser. 

Senator Monronety. Is that the tanker ? 

Mr. Prescorr. No; it is not. a tanker. 

Senator Monroney. But does it have the same airframe? 

Mr. Prescort. It is carrying most of the MATS cargo in the Pacific 
today, and it is the least efficient. 

Economies in manpower and materiel can also be achieved when 
civil aircraft can be used instead of military aircraft of the same type. 
Because of the military configuration and gear required by a MATS 
aircraft to perform specialized services, the MATS aircraft inherently 
cannot carry the same load as do the civil aircraft. A Super-Con- 
stellation with no more crew-hours and but little more gasoline can 
carry 42,000 pounds while the C—121, its military counterpart, carries 
no more than 28,000 pounds so far as we can ascertain. 

Senator Monroney. What is the C-121? 

Mr. Prescorr. Super-Constellation ; that is the military designation 
for the same aircraft. 

It is clear that the civil airline industry is patently correct in 

Senator Monroney. If it is the same plane, why can you carry 
42,000 pounds while the military can carry only 28,000? 

Mr. Prescorr. I couldn’t explain all of it to you, Senator. They 
must maintain their airplanes in a multiple-purpose configuration. 
They must have the gear for anything that is called. If we carry 
cargo, everything is out but what is necessary for cargo. 

If we carry passengers, everything is out but what is necessary for 
passengers. They don’t know whether they are going to be carry- 
ing cargo or bombs or freight, or what. I guess they even carry racks 
for stretchers in case they have an evacuation job to do. 

Senator Monroney. Do you mean that material is flown around all 
of the time, or stored ? 

Mr. Prescorr. I wouldn’t say how much, but I know that is a con- 
tributing factor, plus the fact they have a policy of maintaining a fuel 
reserve 10 percent higher than the civilian operators, and the reason 
for that is if you have as many thousands of pilots as the military has, 
and they are young pilots, and they are training them all of the time, 
you have to put the operation up to fit the poorest possible pilot, so they 
give him 10 percent more gasoline to be sure he gets to Honolulu. 

It is a very sound program; they should do it. On the other hand, 
a commercial operator has a closer touch with his pilots. He usually 
has nothing but well-experienced pilots and doesn’t have the training 
program that MATS has. So, therefore, we carry much less gasoline 
reserve, which doesn’t cut into our payload, 

Senator Monroney. Yes; but if you are doing that to train young 
pilots for MATS you are losing at the same time dozensof i agen sg 

ilots, pilots that have been on the airlines and freight lines for years. 
Fou have lost a great know-how that cannot be rapidly replaced. 
Mr. Prescorr. That is what we keep saying. 
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Senator Monroney. I have talked to a number of pilots, on sched- 
uled airlines and contract flights, who say that unemployment is grow- 
ing tremendously. Once these men are out of flying they abandon 
it and settle down to commercial pursuits—they are gone forever. 

Mr. Prescorr. That is correct. 

Senator Monroney. Therefore, while you may be maintaining pro- 
ficiency in a small group of pilots for MATS, you are losing several 
times more than you are keeping trained by failure to have work for 
these men to do, and forcing them into other lines of endeavor. 

Mr. Prescorr. Yes, sir; we see it happen. 

Senator Monroney. In your own line have you had to lay off pilots? 

Mr. Prescorr. Well, we have, but not because of that. We did it 
when we modernized our fleet. We went from 35 airplanes, consisting 
of a few DC-6’s and a lot of C-46’s, to 13 Super-Constellations, whic 
will do about the same amount of work, but if you have a bigger 
airplane—— 

enaor Monroney. Do you still have the same airlift capacity? 

Mr. Prescorr. Yes, sir; but I wouldn’t say that we have had to lay 
off any because of any loss of business from the military. 

It is clear that the civil airline industry is patently correct in main- 
taining that there is a substantial savings in money, manpower, and 
materiel in maximizing the utilization of civilian aircraft for those 
tasks which the civilian is so eminently qualified to perform, leaving 
to the military its specialized functions in transport as well as in 
combat. 

The competition of MATS with the civil airline industry is severe 
and is adverse to the best interests of the Nation. What should be 
done about this is not a matter of classified judgment solely of the 
military. It is a problem for the Congress to resolve. 

The Congress has directed MATS to take specific actions looking 
to a maximum use of the available capability of civilian aircraft. 
MATS has been directed to allocate at least 40 poet of its passengers 
and 20 percent of its cargo carriage, and it has been directed to re- 
program its appropriations to effect this. Secretary Sharp has ad- 
vised you that little or no reprograming has taken place and that 
it has not and does not intend to fullfill the congressional policy. The 
issue between the Congress and MATS is thus joined. Meanwhile 
the civil airline industry suffers the competition of MATS. 

If this committee concurs that the national policy and intent 
as expressed by the Congress in regard to the desirability in the na- 
tional interest of participation by the civil air carriers in airlift for 
the military departments is not being fully recognized and followed 
by the Department of Defense, we respectfully request that this com- 
mittee take action as it may deem to be appropriate and required to 
assure that the policy and intent of the Congress in this regard be 
promptly adhered to and implemented by the Government depart- 
ment and agencies concerned. 

This is not the first time that the Congress has dealt with military 
competition with a civilian transport industry. The maritime indus- 
try once faced the same type of unfair competition from the Mili- 
tary Sea Transport Service as we here face from MATS. In the 
case of the sea, the Congress enacted legislation requiring 50 percent 
of the military tonnage to move in civilian bottoms: now, much more 
than that total moves in civilian bottoms. 
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Prior to the congressional action MSTS expressed the same atti- 
tude that MATS does here toward commercial carriers. Now MSTS 
has appraised commercial cooperation so highly it is exceeding the 
legislative minimums for civilian carriage. 

There is no basic difference in the transport of passengers and cargo 
by air. True, military aircraft are faster than military ships. But 
civilian aircraft, too, are faster than civilian ships. MATS must be 
ready to move faster than MSTS—and civilian airlines must be 
ready to move faster than civilian shipping companies. Both MATS 
and the civilian airlines are ready, able, and willing to meet their 
obligations for the national defense. The claims by MSTS of dire 
calamity if it was compelled to utilize civilian ships more intensively 
have proved baseless for the sea. The fears of MATS will prove 
squally groundless. The Congress should establish a firm policy 
for commercial carriage of military passengers and cargo by air in 
the national interest. 

Senator Monroney. Senator Bricker. 

Senator Bricker. I have several questions which I should like to 
ask. 

First how many cities is Flying Tiger certificated to serve at the 
present time? 

Mr. Prescorr. Nineteen, sir. 

Senator Bricker. How many cities are receiving direct service 
from Tigers? 

Mr. Prescorr. All of them—well, when you say direct service, we 
don’t stop at every one of those cities, we don’t stop our airplanes; 
that is not the way you serve airfreight. For instance, we will truck 
distances of a hundred miles or so to serve a city rather than make 
another airplane stop. 

Senator Bricker. What percentage of the Flying Tigers’ total 
operating revenues for the year 1957 were received from its all-cargo 
certificated operations ? 

Mr. Prescorr. I would say close to—between 35 and 40 percent. 

Senator Bricker. Have you ever devoted as much as 50 percent 
of your attention to the operation of all-cargo common carriage ob- 
ligations which are conducted under your certificate of public con- 
venience and necessity ¢ 

Mr. Prescorr. Sir, that is a misleading question. I know it was 
presented to you, but the amount of business you do in dollars doesn’t 
measure the amount of attention you pay to the business. We could 
do 10 times as much contract business as we do common carriage 
cargo, but put 80 percent of our attention on the common carriage 
cargo business, so if you measure your attention in terms of dollars 
of volume, no, but in terms of actuality we put about 90 percent of our 
attention to the cargo business. 

Senator Bricker. How much of your present fleet is being used 
presently in your certificated operation ? 

Mr. Prescorr. Today 5 Constellations, 2 C—46’s, are being used in 
commercial freight, 5 Constellations in military, and 3 in civilian 
charters. 

Senator Bricker. Is it a fact that your primary attention is devoted 
to activities other than providing all-cargo service under your 
certificate ¢ 

Mr. Presoort. No, sir. 
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Senator Bricker. If you were to receive more MATS business, would 
you withdraw your request for subsidy which is now before the Civil 
Aeronautics Board ? 

Mr. Prescott. No, sir, we are not requesting subsidy. We are re- 
questing the same equal right to subsidy that all our competitors have. 
We wouldn’t be eligible for subsidy if we had the right, but we are 
requesting the right to it, not the subsidy. 

enator Monroney. Could I amplify that question by saying that 
you are at present proscribed from receiving a subsidy under your 
certificate. This means that your stock and financing is handicapped 
because of that prohibition, is that not correct ? 

Mr. Prescorr. That is right, we have a more difficult time financing 
airplanes than our competitor who flies alongside us and we don’t 
want to live that way. 

Senator Monronry. Even though you wouldn’t be on subsidy, by 
the prohibition of subsidy written into the certification, you are forced 
to pay a higher interest rate or receive your airplanes on less advan- 
tageous time than if the certificate was silent on the question of 
subsidy, is that correct ? 

Mr. Prescorr. That is exactly the reason why. 

Senator Bricker. Were your competitors’ certificates not issued 
with that restriction ? 

Mr. Prescorr. No, sir, only the cargo lines. 

Senator Breate. What do you specifically ask of the CAB in that 
connection, that restriction be removed from your certification ? 

Mr. Prescorr. Yes, sir. 

Senator Bretz. Nothing more than that ? 

Mr. Prescorr. Yes, at this point. If we got in bad shape, of course, 
we would apply for subsidy, but at this present reading we wouldn’t 
apply because we are earning money and not even eligible for subsidy, 
but to just take that restriction away, then the bankers would look 
at us the same as they do at National or American or Eastern, or all 
of the others, that they have a Government guaranty if they get into 
trouble. 

We don’t have that. 

Senator Brstz. Are those the limits of your application pending 
before the CAB at the present time? 

Mr. Prescorr. That is right, and then if you apply for subsidy you 
go and prove that you have had honest, economical and eflicient 
management and still can’t make it. 

Senator Brete. Pardon me. 

Senator Bricker. The next item has to do with the same application. 
Hasn’t the Post Office Department stated, in reply to your application 
for subsidy, that your services are not required by their Department 
if post office pay is necessary ? 

Mr. Prescorr. I don’t know whether they stated that to us. They 
stated it to one of the cargo carriers. 

Senator Monroney. In other words, if you had more MATS busi- 
ness you would be further from ever requiring subsidy ; isn’t that so? 

Mr. Prescorr. That is right. 

Senator Monroney. There is nothing that good business in airlift 
wouldn’t cure? 

Mr. Prescott. That is certainly true. 
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Senator Monroney. For years, as the airlift in air freight was grow- 
ing, your line and others grew with it. The withdrawal of, or further 
concentration on, military air transport services has caused, as you 
have testified, your own and other lines to decimate their modern fleet 
because there wasn’t the business to handle. 

Mr. Prescorr. That is correct, yes. 

Senator Monroney. On page 6 of your testimony, you quote the 
fact that your contract charges for MATS are 13 cents per cargo-mile, 
and the Pacific coast operations calculated by MATS itself are 18.5 
cents per ton-mile. 

It is not clear to all of us what MATS does include, however, in your 
statement, you say it is manifest not clear to all of us what MATS 
does include, it is manifest that it does not include depreciation, crew 
cost, insurance, cost of recruitment and training and cost in lieu of 
taxes. 

Mr. Prescorr. Yes, sir. 

Senator Monroney. Could you give this committee any idea of 
what the addition of other commercial charges, made in establishing 
an economic rate, would add to the MATS cost of its ton-mile haulage 
of cargo? 

Mr. Prescorr. It would be probably double. 

Senator Monroney. Then its cost of 18.5 per mile would double and 
be roughly 37 cents? 

Mr. Prescorr. Yes. I can do that figuring and give it to you accu- 
rately. It might be more than double. 

Senator Monroney. We would like an accurate figure. You have 
well established costs for depreciation of aircraft, you know what crew 
cost charges are, insurance rates, cost of recruitment and training and 
costs for taxes. Therefore, we need a comparable figure on this 18.5 
cents per ton-mile. Where did MATS estimate that cost, where did 
it come from ? 

Mr. Prescorr. They have gone on the industrial funding basis on 
July 1 as was directed by the Senate Appropriations Committee last 
year and this is the tariff that they will charge the other services for 
transportation and it is supposed to be based on their estimate of 
replenishing the money they spend, but not these particular items. 

Senator Monronry. Don’t they pay tax on gasoline and fuel? 

Mr. Prescorr. No. 

Senator Monronry. So even that shows a difference of 2 cents a 

allon ? 
. Mr. Prescorr. Well, in fairness we don’t either on our overseas 
routes. 

Senator Monroney. You mean you get that for free? 

Mr. Prescorr. If we get past the border we are out of the tax area 
for gasoline. 

Senator Monroney.. You do pay ad valorem taxes on where the 
planes are based and similar instances, don’t you ? 

Mr. Prescott. Yes, indeed. 

Senator Monronry. Does that include establishments for overhaul 
freight terminals, ground equipment and things of that sort? 

Mr. Prescott. Yes. 

Senator Monronry. When you say you are able to handle passengers 
per ton-mile at 2714 cents against the MATS 34.2 that also would be 
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ae to substantial increase if they figured the same costs wouldn’t 
it 

Mr. Prescott. By the same increments, yes. I would be happy to 
supply figures for both of those. 

enator Monroney. Do you feel, as a freight operator, that there 
has been an adequate study, made by the military, of what can be ad- 
vantageously handled by airfreight? My observations in looking at 
the MATS bases overseas was that they have not scratched the surface 
in what could be moved advantageously by air freight. This would 
yield a saving of ultimate cost when you consider reductions of 
inventory less requirements for the pipeline and rapidity of delivery. 
It seems to me that it is still in its infaney as to what can be done in 
reducing overseas storage, overseas arsenals, quartermaster depots 
and similar items. Commercial airfreight has grown up on the theory 
of reducing inventories by use of rapid delivery and a small backup 
stock instead of huge backup stock for months and months use. 

Mr. Prescorr. Yes; I think they have made a lot of progress—this is 
just a layman’s view because I don’t know a lot about their business— 
but in the past year they have made progress, particularly in their 
ee policies. They are buying less jet engines than if they 
1ad depended on service pipelines. I don’t know how far that has 
gone. 

Senator Monroney. The military utilizing aircraft, only consider 
the more expensive supplies. Seaboard and Western Airlines have 
built a business transporting German-made men’s clothes entirely by 
air. In the sharp competitive field of chainstore clothing operations, 
airlift has proved profitable. Perhaps the military has failed to 
recognize some of the more mundane types of equipment in which 
we support hundreds of millions of dollars overseas—in equipment, 
personnel equipment, clothing, shoes, and other items. Airlift would 
cut down these requirements. 

Mr. Prescorr. That is right. In addition to that, Senator, I don’t 
think they have given proper weight to what they could really buy air 
service for. This 13 cents a ton mile is a great bargain. Even in the 
domestic United States where we fly our common carriage, airfreight 
costs our shippers around 19 or 20 cents a ton-mile. Overseas freight 
is supposed to be at a much higher cost, it usually is, but because they 
buy by contract and by plane load lots they get air transportation very 
cheaply and if they measure the valuation of a shipment against what 
they can really buy as to cost, there would be a lot more air freight. 
I think the Air Force is ahead of the Army on that. We believe the 
Army is dragging their feet a little bit on the same subject. 

Senator Monronry. Let me ask you this question, which I think 
goes to the core of this matter. The C-47 is the old DC-3, is it not? 

Mr. Prescorr. That is correct. 

Senator Monronry. It has very little utility except the short-range 
movement of personnel, correct ? 

Mr. Prescorr. Yes. 

Senator Monroney. What is the range of the DC-3? 

Mr. Prescorr. Five or six hundred miles. 

Senator Monroney. Is the C-54 a DC-4? 

Mr. Prescorr. Yes. 

Senator Monronry. Isn’t it some 15 or 18 years old in its design? 
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Mr. Prescort. It was born during World War II, around 1942 it 
was developed in its present stage. 

Senator Monroney. Can you move light freight and personnel 
in it? 

Mr. Prescorr. Yes, sir, it will carry both. 

Senator Monroney. You have the C-97 which is the Boeing Strato- 
cruiser. 

Mr. Prescorr. Yes, sir. 

Senator Monroney. That is also a personnel or light freight plane, 
is it not? 

Mr. Prescorr. Yes. 

Senator Monroney. What is the range of the DC-4 when it is fully 
loaded ? 

Mr. Prescorr. Fully loaded, about 1,700 miles. 

Senator Monroney. The C-97 would have some greater airlift. 
What would be its range ? 

Mr. Prescorr. I don’t really know but my guess is not more than 
1,900 or 2,000 fully loaded. 

Senator Monroney. The C-—116, is that the DC-6A ? 

Mr. Prescorr. Yes, sir. 

Senator Monroney. What is its range? 

Mr. Prescorr. Fully loaded, about seventeen or eighteen hundred 
miles. 

Senator Monroney. You are still referring to personnel planes 
really, or lightweight freight; is that not so? 

Mr. Prescott. That is right. 

Senator Monroney. You are not talking about a heavy logistical 
movement of equipment ready to fight, are you? 

Mr. Prescorr. That is right. 

Senator Monroney. There is very little that you could get, other 
than small mortars or small guns. You couldn’t do much more than 
a 75-millimeter 

Mr. Prescorr. What you can get in the door. The door is 72 
inches only. 

Senator Monroney. There would be very little mobile equipment 
that you could use. 

Mr. Prescorr. That is right. 

Senator Monroney. The 119, the old boxcar, is obsolete as a plane, 
wouldn’t you say ? 

Mr. Prescorr. Well, it is a special purpose airplane. It was never 
built for a transport airplane. 

Senator Monroney. It is still being used, unfortunately. 

Mr. Prescorr. Well, I don’t know if they are using it for airline 
operation. If they are, itis very inefficient. 

Senator Monroney. It is not greatly utilized for personnel today, 
but it is still being used for freight in Europe. The C-121, is that 
the—— 

Mr. Prescorr. That is the Constellation. 

Senator Monroney. That is not the Super-Constellation ? 

Mr. Prescorr. Yes. 

Senator Monroney. Is that the Super-Constellation ¢ 

Mr. Prescotr. Yes. 
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Senator Monronry. And the R7V, is that the Navy counterpart of 
the Super-Constellation ? 

Mr. Prescorrt. I think so. 

Senator Monrongy. Would that still be a light freight or per- 
sonnel lift ? 

Mr. Prescorr. Yes; it wouldn’t carry the outsize cargo, no. 

Senator Monroney. The 124, the Douglas Globemaster, is that 
about a 10-year-old plane ? 

Mr. Prescorr. It will carry outsize cargo but I don’t know any- 
thing about its payload or range characteristics. 

Senator Monroney. If you increase the range, you cut down pay- 
load, so you have a short-range airplane if you want it fully loaded— 
about 1,500 miles, or maybe a little more. 

Mr. Prescorr. Yes. 

Senator Monronry. What is the range of the 121? 

Mr. Prescorr. Our model of the 121 is the Super Constellation, 
about 2,500 miles. 

Senator Monroney. Fully loaded ? 

Mr. Prescorr. Yes, sir. 

Senator Monroney. The C-—121 is the Convair? 

Mr. Prescorr. That is the twin-engine Convair. It is not a long- 
range plane. 

Senator Monroney. Personnel, light freight ? 

Mr. Prescorr. It is a grownu ‘ 

Senator Monroney. But it is a lightweight small armament air- 
craft? 

Mr. Presoorr. Yes. 

Senator Monroney. Therefore, aside from the C-133 which MATS 
is buying, would you say, as an experienced airline operator, that 
we have anything in the way of an airlift for Europe if we would 
lose the bases at Goose Bay, at Harmon, at the Azores ? 

Mr. Prescott. To get there, not fully loaded. 

Senator Monrongy. Would you have to offload ? 

Mr. Prescott. Yes, sir; you would lose some payload, but the C-97 
or the Super Connie or the C-121, all of them will fly. For instance, 
a DC-6, a C-118 that you mentioned, its payload from San Francisco 
to Honolulu, I am familiar, we operate out there, it is a 2,500-mile 
hop, its full load is 32,000 pounds, but you cut down to about 23,000 
or 24,000 pounds on that hop. The Constellation, the C-121, its full 
load is 42,500 pounds, and we are carrying 42,000 pounds from San 
Francisco to Honolulu. 

Senator Monroney. The point I am trying to make is in reference 
to the sudden surge into action we will need in the event of war. We 
would lose our stepping stones. We wouldn’t necessarily lose pos- 
session of them, but Tnight lose utilization of the bases in that we have 
not seen our Government equip itself with a plane that can get from 
the United States proper to Sesteen bases on a regular schedule 
with a full payload. 

Mr. Prescorr. That is right, except the 133. 

Senator Monroney. I am expecting the 133. The other planes 
that I have mentioned are all comparable in size and in age to the 
very planes that would be supplied in abundance by the private op- 
erator. Instead of going beyond the capacity which the private 


operators can furnish and utilizing that craft which is readily and 
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freely available, we are still seeing MATS which must spring into 
action immediately with a worldwide mission flying old-style air- 
craft, short-range aircraft, personnel aircraft, with very little at- 
tention so far paid and only in the case of the 133, to a logistical air- 
lift plane that could carry equipment as well as men for heavy-duty 
fighting for a limited type of war. 

Mr. Prescorr. That is right. 

Senator Monroney. This vast operation is costing in the neighbor- 
hood of $646,916,000 a year and utilizes 95,000 men in its operation. 
We are paralleling existing commercial lines and failing to equip our- 
selves with a logistical airlift to take a division of paratroopers abroad 
because we are maintaining all of this type of equipment readily avail- 
able through commercial sources. 

Would you say that is a correct summation of our problem ? 

Mr. Prescorr. Yes. 

Senator Monroney. The 132 has been killed. It was the only other 
effort that was made to give our airlift something that wasn’t readily 
available on a 24-hour basis by telephoning any of the airlines or the 
cargo people that had trained crews and equipment ready to go. 

Mr. Prescorr. Yes, that certainly is true. 

Senator Monroney. This is the phase that worries me, Senator 
Bricker. We have consistently seen MATS buy more and more per- 
sonnel planes. The last purchase, if I remember correctly, was three 
707’s at a cost of five and a half million plus. It is nothing in the 
world but a personnel airplane. 

Mr. Prescorr. I understood those were executive airplanes in the 
first place. 

Senator Monroney. They go into the VIP MATS fleet. We still 
have no logistical airlift except for the scarce number that we have 
in the 133’s. The equipment that would be carried in a 133 would 
be freight that you couldn’t possibly carry in the planes that are 
freely usable in local air freight or in transatlantic air freight of the 
package type of ride. 

Mr. Prescorr. That is right. 

Senator Monroney. I sincerely think that we need to have a re- 
evaluation of our capacity, what airlift is supposed to do, and why 
we should expect the military to be prepared for heavier airlift than 
could be conveniently and economically supplied by the commercial 
airlines. 

Mr. Prescorr. That is our whole argument. They have a very im- 

ortant, very strategic mission in doing just what you have described, 
but meanwhile they are running—they have decided they would rather 
be in the airline business. We would rather they wouldn’t. 

Senator Monroney. I don’t know the dimensions of ballistic mis- 
siles, but I have very serious doubts that you have more than one plane 
into which you can crowd a ballistic missile. Yet, we are spending 
hundreds of millions of dollars developing missiles that can’t be de- 
livered except by sea transport, with all of the hazardsof handling, 
loading, and offloading, plus the dispersing from port to location. 
An adequate airlift for ballistic missiles would yield every airport 
in the world a potential IRBM launching site. 

Mr. Prescorr. That is right. 

Senator Monroney. Senator Bible. 
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Senator Brstz. Mr. Chairman, I have one question for my own in- 
formation directed to Mr. Prescott’s testimony on page 18 and his 
conclusion in the second paragraph. He says that Femme has di- 
rected MATS to take specific action looking to a maximum use of the 
available capability of civilian aircraft. 

My question is, When did Congress do that and by what type of 
directive ? 

Mr. Prescorr. I outlined several of those in the first part of my 
presentation. 

Senator Brste. I am sorry, I didn’t read the first part of your state- 
ment. I cameina little late. 

Mr. Prescott. I cited several—the President’s Air Coordinating 
Committee, last year’s Senate conference of the Senate and House 
Appropriations Committee. 

oan Brste. Was that just hopeful language included in the 
report ¢ 

r. Prescorr. I would be glad to read it to you. Last year’s De- 
partment of Defense appropriation bill: 

The committee reaffirms its position of last year that the Department of 
Defense should utilize the services of commercial transportation in preference 
to the Government-owned and Government-operated transportation. 

Do you see that paragraph ? 

Senator Bratz. Yes,I do. The staff hasshown me. Now, I under- 
stand you to say that MATS hasn’t paid a bit of attention to that 
directive. 

Mr. Prescorr. Well, they have said in recent hearings it is my 
understanding, that they said they didn’t think it was in the national 
interest to follow that out and therefore they didn’t do it. 

Senator Bretx. Congress told them one thing and they don’t follow 
congressional policy. Is that the point you are making? 

Mr. Prescorr. Yes. You have them before you, you can ask the 
same questions. I wouldn’t put the answers in their mouths, but that 
is what we hear them say. 

Senator Brete. I missed some of the testimony, so I don’t know. 
You say you respectfully request this committee take action that may 
be required to ensure that the policy of Congress be implemented by 
the departments and agencies concerned. 

How do you propose we do that ? 

Mr. Prescorr. Sir, I don’t know how you would do it. I am not 
versed in the ways of government. They taught me when I was going 
to school that Congress ran this country and they told the Government 
agencies what todo. I am asking you to tell them so they will do it. 
I understand you have told them before but they won’t do it. Whether 
it is legislation or by what means I would hesitate to state, but in the 
cases before, the MSTS people had the same problem as MATS and 
they finally ended up with legislation. 

enator Bisie. You are suggesting that possibly, and I recognize 
that is in the solemn discretion of the Congress of the United States, 
this might require some type of legislation if they are to effectuate 
a congressional policy which has been stated in the Appropriation 
Committee hearings in the past. Is that what you are suggesting? 

Mr. Prescorr. Yes, sir to that effect. If there is no other way to 
do it, then that would have to be the way. 
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Senator Bratz. I don’t know whether there is any other way or not. 
I am new in this field. I am here for information and seeking the 
guidance of one of the Flying Tiger men. 

Mr. Prescorr. Yes, sir; well, as I say, we would be just as happy 
to see it without legislation, but we 3 or 4 years of committee after 
committee of Congress directing them and asking them and pleading 
with them to do this and they come back and say we don’t think it is 
-“< good, so we are not going to do it. 

enator Brste. How many years have you been attempting to make 
a 3 use of the available capability of your civilian aircraft? 
r, Prescorr. For the last 3 or 4 years, this has been going on. 

Senator Brae. I have no further questions, Mr. Chairman. 

Senator Monroney. Senator Bricker. 

Senator Bricker. No questions. 

Senator Monroney. How do you get the figures or how did the 
military arrive at the figure that is in your statement on page 44 
It says when congressional committees showed little patience with 
this, the Air Force then contended that MATS in effect in efforts 
to comply with congressional policy allocated no more than 36% per- 
cent of the passenger requirements and a mere 6 percent of the cargo 
requirements and pleading extenuating circumstances. 

What does that mean when interpreted? Does that mean that the 
3614 percent of the passenger requirements were given to the—— 

Mr. Prescorr. Because that was excess to MATS capability. They 
only gave out traffic according to their own policy 

Senator Monroney. Is that their figure, do they claim they did 
give 3614 percent? 

Mr. Prescorr. It happened to be that 3614 percent of their passen- 
ger traffic they couldn’t handle. 

Senator Monroney. That is what they said they couldn’t handle. 

Mr. Prescorr. Which they couldn’t handle. If they could have 
handled it, they say they could have carried that, too. 

Senator Monroney. The figures I have from the Aviation Daily, 
April 30, 1958, quoting the hearings before the House Armed Serv- 
ices Committee for fiscal year 1957, state that while we directed them 
to divert 40 percent of their passenger traffic to commercial lines, 
they actually achieved allocation of only 20 percent, not 3614 percent 
you mentioned, and when we directed them to let the commercial 
lines carry 20 percent of the cargo, they achieved only 10 percent. 
There is a vast discrepancy of almost 50 percent in what they ap- 
parently told the Congress in these hearings. 

Mr. Prescorr. These figures came from the Holifield committee re- 
port in the House. 

Senator Monroney. The fiscal 1957 figures and percentages which 
we have deducted from those stated, show that only 20 percent was 
diverted to commercial use instead of the 40 that Congress had di- 
rected and that only 10 percent of the freight was diverted instead 
of the 20 percent which Congress had directed. 

Mr. Prescorr. I couldn’t explain why the discrepancy in the figures. 
We have made our own study of cargo. We know how much cargo 
business is being contracted out on the Pacific and the Atlantic and 
we have made 3 or 4 months check on it and we only find sbout 214 
or 3 percent of the cargo being contracted out, from November 
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through March of this last year. We don’t have access to all of their 
figures. All we can look at is the schedules which we are flying which 
are published and the capacity of the airplanes they are flying and 
we know how much is being contracted and we add it up and it adds 
up to less than 3 percent of the total cargo. 

Senator Monroney. How many hours do you think a pilot should 
fly to maintain his flying proficiency ? 

Mr. Prescorr. I think 20 hours a man will keep him in good flying 
proficiency. General Wilson thinks 40, but it is a simple matter of 
judgment. 

Senator Monronrey. You wouldn’t hesitate then to put a man on 
arun who had averaged 20 hours a month ? 

Mr. Prescorr. Not if he had been well-trained in the beginning. 
You don’t learn to fly by flying 20 hours a month, but a man with 2,000 
or 3,000 hours of transport time can remain proficient with 20 hours a 
month flying time. 

Senator Monroney. Does it require transoceanic flight to remain a 
qualified transoceanic pilot ? 

Mr. Prescorr. I don’t think so. You can’t tell the difference in the 
cockpit. 

Senator Monroney. There is not quite as much traffic and worry 
as coming into these airports. 

Mr. Prescorr. No, the only difference is if you are over the water 
you have to have a navigator unless you know your way around. 

Senator Monroney. The average airline pilot, both cargo and pas- 
senger, no longer considers the overwater hazard a great daring ad- 
ventures as did Lindbergh. 

Mr. Prescorr. Except in pilot negotiations for pay. 

Senator Monronry. The point that you are making is that 20 hours 
per month would be adequate time for maintaining a reserve of com- 
petent pilots ready to go anywhere; is that correct ? 

Mr. Prescorr. Yes. 

Senator Monroney. Are you including the MATS operations? 

Mr. Prescort. I do. 

Senator Monroney. That time could be attained by multiple use 
of pilots on the overseas runs. You could send 4 pilots instead of 2. I 
guess most planes do carry 4 pilots; do they not? 

Mr. Prescotrr. After a pilot is trained and fully trained the rest of 
it is not keeping manually trained, it is keeping his judgment, and 
you don’t lose your judgment that quickly. It is not a matter of 
manually flying the airplane. As far as that goes, they have lots of 
these simulators that can supply about half that training, even the 
20 hours a month, without getting into the airplane, they get into 
the flight simulator and they have just about the same amount of 
training. 

Senator Monroney. A much larger proportion of the freight opera- 
tions in Logair is diverted within the United States to private com- 
mercial carriage; is it not? 

Mr. Prescorr. It is contracted out; yes. 

Senator Monroney. The overseas work is part of the cargo that you 
feel is especially held for MATS and only a small percentage goes to 
the cargo carriage, right ? 

Mr. Prescorr. Yes, sir; that is our principal problem. 








STUDY OF MILITARY AIR TRANSPORT SERVICE 73° 


Senator Monroney. Yes. Isee. 

Senator Bricker, do you have any further questions ? 

Senator Bricker. No further questions. 

meagont Monroney. Senator Bible, do you have any further ques- 
tions 

Senator Brste. No questions. 

Senator Monronry. Have you ever found it necessary to bid on 
a MATS contract at a figure that would result in a financial loss to 
your company, merely to keep your planes and crews busy ? 

Mr. Prescorr. Well, we have bid them pretty close sometimes. The 
competition is keen if there is just a little bit of business. It is in- 
herent in the air-transportation business that you would rather go 
broke flying than having your airplanes sitting on the ground. If you 
are flying you are getting your depreciation back, but you may not have 
made money. It is hard to say. 

Senator Monroney. It hasn’t been the competition from MATS that 
has caused you to give the rates quoted here. Wouldn’t it be a good 
rate for the competitive condition existing in the private airline 
business ? 

Mr. Prescorr. It is MATS’ competition to this extent: If they are 
carrying 99 percent, and handing out 1 percent, and you have a lot 
of hungry operators bidding for it, then you get into this highly 
competitive situation. 

Senator Monroney. If they are bidding for it and going out of 
business as a result of it, you are losing the auxiliary or reserve airlift. 

Mr. Prescorr. That is right. 

Senator Monronry. You might save a few dollars over a few 
months, but if you have lost the auxiliary airlift, which from the 
figures I have received total a greater amount than exists in your 
MATS fleet, you are heading for serious trouble, are you not? 

Mr. Prescotr. That is true, but I wouldn’t use that argument to 
eliminate competitive bidding on these contracts. In any industry 
you are going to find some en who bid below their costs, and roa | 
are soon gone, but there will be remaining those who know how to bid, 
and keep their finances straight, they will still be there. 

The same thing happens in the building industry. <A lot of build- 
ing contractors go bust because they don’t know how to bid. 

Bendtor Monroney. If you are only putting out 2 percent of your 
freight for bids, you are going to have rather cutthroat compe- 
tition bidding for the smaller amounts, whereas if you have a more 
adequate amount, you would have reasonably competitive bidding 
without destructive bidding. 

Mr. Prescorr. Yes, sir. 

Senator Monroney. I have no further questions. 

Thank you very much for your help as a witness, Mr. Prescott. We 
appreciate your help. 

Sur next witness is Mr. George Giles, of Riddle Airlines. 

We are happy to have you come before our subcommittee. Will you 
be seated, please, and if you have an assistant I wish you would 
supply the reporter with his name. 

Mr Gites. I am George L. Giles, president of Riddle Airlines, and 
this is Mr. Harry Bowen, my counsel. 

Senator Monronry. You may proceed. 
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STATEMENT OF GEORGE L. GILES, PRESIDENT, RIDDLE AIRLINES, 
INC., ACCOMPANIED BY HARRY BOWEN, COUNSEL 


Mr. Gixs. Prior to reading my testimony, I would like to make 
one statement after listening to the presentation that Mr. Prescott 
made. Most of that presentation dealt with the traffic overseas. Rid- 
dle Airlines is a relatively small domestic operator, and the statements 
that I will make tend to deal with that phase of logistics and the 
movement of cargo within the United States, which we must recog- 
nice as being a necessary phase even though there is activity outside 
of our boundaries. 

Mr. Chairman and members of the committee, I appreciate this 
opportunity to appear before you and express my thoughts with 
reference to air-cargo operations. I am a relative newcomer in the 
specific field of air transport, however I have been directly associated 
with the aviation industry during the past 24 years. This may be an 
advantage as it affords a fresh viewpoint of a very confused phase 
of operation. 

Since assuming the position of president of Riddle Airlines, Inc., 
on February 17, 1958, I have reviewed the general policy of air-cargo 
transportation with respect to airlift availability in the case of a na- 
tionad emregency. Besides taking a broad view of the problem, I 
have, of course, concentrated on the application of the capacity of 
Riddle Airlines to this available airlift. Even though operating under 
a temporary certificate classified as an all-cargo carrier, and not re- 
ceiving the additional benefits available to the combination carriers, 
we still feel that we play a substantial part in preserving the immedi- 
ate readiness of the reserve airlift. e can contribute substantial 
aircraft, personnel, maintenance, and operating facilities in the event 
of a national emergency. We have a fleet of 33 aircraft with a con- 
servative lift availability of 433,000 pounds. This is available, not 
on a 24-hour basis, but instantaneously. Upon receipt of notice the 
entire fleet is available without alterations as it now incorporates 
military configurations for all-cargo operations. In the past, portions 
of this fleet have served the military through Logair. This contribu- 
tion being: 


Ton-miles 
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It is with regret that I state that we feel there is a definite duplica- 
tion of the Military Air Transport Services with that of the current 
available commercial services. We feel there should be a strong mu- 
tual and effective combination of military and civil air transporta- 
tion with the minimum amount of duplication. It is recognized the 
magnitude of airlift required in the case of a national emergency far 
exceeds the availability of the combined airlift of MATS and the 
present civilian services. However, to maintain the existing fleet of 
civil air transportation, a continuous flow of revenue cargo must be 
available to the civil air carriers. Civilian air transportation does 
not enjoy the hidden subsidies in the form of euntary vay, capitaliza- 
tion of equipment, and so forth, as applicable to MATS services, but 


must develop its own organizations through revenues acquired in flying 
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cargo. These revenues are controlled by the competitive effect of 
tariffs established by land and ocean transportation. 

As a point of interest to the problem, it is noted that MATS, ex- 
cluding military pay, capital equipment costs, and the advantages of 
their purchasing power for utilities, states their rate on a ton-mile 
basis for cargo carried over the Atlantic at 18 cents per ton-mile, and 
for that carried over the Pacific at 18.9 cents per ton-mile. Our 
commercial rate for comparable type of equipment flown over our 
longest route, which is only 1,500 miles, approximates 17.4 cents per 
ton-mile. Moreover, the amount for operations under contract to 
Logair over routes that average 26314 miles per leg is but 14.73 cents 
per ton-mile. These operations include all flight pay, capital equip- 
ment costs, and operation costs. Therefore, it appears proper to 
request the elimination of military flights that can be economically 
handled by the common carriers on their established routes. 

On the other hand, it presently appears the policy now being fol- 
lowed is just the opposite. Contracts negotiated for Logair opera- 
tions 1958-59 were decreased in guaranteed mileage 33 percent from 
those operated in 1957-58. I would like to draw your attention to 
the fact that MATS’ traffic cargo in 1951 was approximately 62,000 
tons. That was expanded to 167,000 tons in 1957. During this same 
period, the civilian common carrier participation was reduced from 
dl —— to 10 percent. 

‘his brings to light a phase of the policy MATS has apparently 
established for the utilization of their aircraft. To maintain air- 
craft in a usable condition, there should be a minimum number of 
hours flown by the aircraft. This they claim is justified for pilot 
training and the proper readiness of the aircraft. Is it justified, 
however, to operate these aircraft above minimum requirements to ap- 
proximately 75 percent capacity at the expense of the civil air trans- 
portation? It is immediately recognized the Government maintains 
a reserve in ocean shipping capacities, of military trucks, military 
tanks, and stockpiles of commercial-type vehicles. All are maintained 
in readiness for use in case of an emergency. At the same time, the 
Government does not follow the policy of using these equipments on 
a commercial basis in order to maintain this immediate readiness. 
Therefore, why should the policy be different with respect to aircraft? 

This inconsistency of policy kills the apperiieay for commercial 
aviation to develop new aircraft, and to be in readiness to compete 
against aircraft now being developed in foreign markets. There does 
not exist today on the American stage a single type of aircraft which 
could be claimed suitable and economical for the mass haulage of air 
cargo. There are turboprop versions of aircraft in military hands 
approaching this position, but as yet none of these aircraft have been 
proven under commercial operations. 

It may seem small in comparison to the overall picture, but Riddle 
Airlines with its fleet of 33 aircraft and limited resources has carried 
out its own developmental program toward the betterment of their 
existing equipment. Of the fleet of 33, 31 are C46 aircraft. This 
we recognize to be an obsolete plane; however, at the present it is the 
only type of aircraft suitable for short-haul operations. To improve 
this airplane, Riddle Airlines has spent more than $1 million in the 
development of the Type Certificate 3A2 and Supplemental Type 
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Certificate SA2-96. Acceptance by CAA of the Riddle design ap- 
proves the aircraft for 50,000 pounds, reflecting an increase of approxi- 
mately 1,700 pounds additional revenue load capacity over the normal 
C46 designs. Without the help of the Government, we are stopped 
in any further development. 

Senator Monronry. The C-46 is the old Curtis, isn’t it? 

Mr. Gites. That is correct. 

Our operation since 1951 has been based on private capital. Recog- 
nizing the difficult position of relying on the revenue from commer- 
cial air cargo alone, we have followed the policy of supplementing it 
through Government contracts. With the continued decrease of mili- 
tary requirements, we find ourselves in the position where available 
airlift will be sacrificed. We are not alone in this position as the 
other all-cargo carrier airlines face the same problem. 

We concur with the suggestion that an industry committee of the 
civil carriers working with the Department of Defense coordinatin 
schedules and routes in order to give the maximum benefit of all 
aircraft available should be recognized and placed into effect immedi- 
ately. The growth of the air cargo industry depends upon traffic 
demands. But when that traffic is diverted by the military without 
taking into effect the controlling factors of economics, then the com- 
mercial certificated carriers must suffer and by so doing the effect of 
their capability is lost in the case of a national emergency. 

Mr. Chairman, in closing, I wish to express not only Riddle Air- 
lines’ feelings, but those of the other all-cargo carriers in their desire 
to be of assistance to their Government in times of emergency. We 
request the cooperation of the military forces in order that our facil- 
ities can be properly used in peacetime, thus maintaining their readi- 
ness in times of emergency. 

Senator Monroney. Thank you very much for your statement, 
Mr. Giles. 

May I ask you if the financial position of Riddle has become worse 
as a result of concentration of freight and cargo carriage in Military 
Air Transport planes ? 

Mr. Giues. I can speak primarily from the Logair as that is the 

hase we have been interested in. Due to the cutback of our present 
gair we are releasing 44 percent of our crew. I have decreased our 
nonflying personnel 25.5 percent. 

Senator Monroney. That figure indicates unemployment of pilots 
who have been trained in cargo loading, and things of that kind, right? 

Mr. Gixs. Correct. 

Senator Monronry. 25.5 percent would be the experienced skilled 
people in the nonflight operation. Would that include ground service 
schools, the technical skill loading crews and other groups of that type? 

Mr. Gites. Correct. 

If I may interrupt, 44 percent represents 60 crews. 

Senator Monroney. Sixty crews? 

Mr. Gizs. Yes. 

Senator Monroney. How many are ina crew? 

Mr. Gitxs. Two. 

Senator Monroney. In other words, 120 pilots and copilots are un- 
employed due to the effects of this situation ? 

Mr. Grzs. Yes. 
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Senator Monroney. Thus while MATS may be able to add some 
flight proficiency by 80 hours a month use, there are 120 pilots and 
= ts looking for some kind of job. 

r. Gites. And these pilots and copilots are seasoned crew. They 
are men of average age who have thousands of hours of flights behind 
them. They are the same type that Mr. Prescott spoke of that should 
be available in time of emergency because they do have that experience. 

Senator Monroney. Your principal operation is between New York 
eee I believe, but you go into the Caribbean as well, do you 
not 

Mr. Gites. Our principal operation at this particular time since we 
acquired a new route over the past year into Chicago, is New York- 
San Juan, Puerto Rico-Miami, and Miami-New York, and coming out 
of Miami into Orlando, Atlanta, on up into Detroit and Cleveland on 
one branch, and on into Chicago on another branch. 

Senator Monroney. I notice on the long hauls that the rate you 
quoted for service was 17.4 but under Logair the rates are down on an 
average of 263 miles per leg to 14.73 cents. Isn’t it usually far more 
expensive for the short haul because of landing, takeoff, climbing out 
with gasoline consumption, and so forth, than it is on long haul? 

Mr. Giues. The explanation of that is the long haul between New 
York and Puerto Rico which we fly with the C-54, which is the 17.4 
cents, that is a commercial operation. The other is a Logair operation 
where your loading and ground facilities are handled by the military 
force. But there is another point that you brought up with Mr. 
Prescott, and that is how close do you have to figure the cost to stay 
in business. The cost that we have figured and have quoted on that 

articular operation is a very close one, but I still feel that in operat- 
ing efficiently as we have proven over the pent, and I might say here 
that last year Riddle Airlines was first in efficiency in all Logair opera- 
tions except four times during the year. Those four times they were 
second. 

Now, if we can continue that type of efficiency we can operate our 
current contract with a very small profit, but mainly I am trying to 
hold together a company and hold together a group of people not only 
for our own work but the availability of that group of. people in case 
of an emergency. 

Senator Monroney. Could you do that if the guaranteed freight 
that you are given to establish that rate shrinks by 3314 or by 50 

ercent ¢ 
. Mr. Giixs. On that particular contract we are guaranteed on a 
mileage basis, and not on a ton basis. 

Senator Monroney. Suppose you fly an empty airplane? 

Mr. Gines. On an empty airplane we get paid by mileage. 

Senator Monroney. The airplane could carry that freight, but on 
a mileage basis, would you then be paid anyway ? 

Mr. Gties. Yes, sir. 

Senator Monronrey. There can be no real saving to say they are 
carrying on MATS, on Government-operated aircraft, because they 
are paying for your mileage, too; right? 

Mr. Gites. Under this particular Logair operation; that is correct. 

Senator Monroney. Do you think that anyone in the Defense De- 
partment and related areas has given any consideration to the ulti- 
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mate values of the pioneering work that is being done by these air- 
cargo lines to extablich air freight as a going part of the aviation 
industry? It seems to me that we subsidized the railroads by giving 
almost half an empire away to get their lines across the country. We 
paid heavily for our passenger transport system through airmail 
subsidies and our worldwide network through passenger aircraft, 
but all the air freight people have asked for is just some freight to 
earn their own way. 

Mr. Gitzs. That is correct. When I was asked to go in as president 
of the Riddle Airlines, the company was not in exceedingly good 
financial condition. The first thing I investigated was what is the 
certificate, the rights under which we are operating. Now, that goes 
off into a different tangent, and happens to be tied in with the appli- 
cation we have made to CAB, but our certificate is tied down to the 
point where it says without subsidy, and we find just as you discussed 
previously, we find the difficulty of obtaining proper financing when 
our directive of operation has been so roatrioterL 

Senator Monroney. Even though you would not require a subsidy, 
the neon lights on your certificate saying “no subsidy” makes the 
banker look at you in a different light from the scheduled airline. 

Mr. Gites. Correct. We feel that there is a mass, a great mass of air 
cargo to be developed. At the present time you cannot develop that 
at high tariffs. You have got to develop some means of carrying a 
mass of cargo in order to get a tariff that is decreased and very close 
to the land and sea tariffs. That kind of aircraft isn’t available now 
because we just don’t have the opportunity of spending that money 
because our source of cargo is limited. 

Senator Monroney. Do you commingle military and civilian traffic 
on your Logair runs or is it all military ? 

Mr. Gizxs. I am sorry, I didn’t get you. 

Senator Monroney. Do you commingle, can you handle part civilian 
and part military ? 

Mr. Gixs. No, not in our contract. Logair is completely cargo. 
On our common carrier we are completely cargo, also. 

Senator Monroney. Can you load a plane with half military cargo 
and half civilian cargo in your operations, or is a plane restricted 
to carrying either military or civilian ? 

Mr. Gixes. One plane is carrying military and another plane ci- 
vilian. Those particular planes that we have assigned to Logair and 
those particular planes we have assigned to common carrier. How- 
ever, we are in the position during the contract to interchange planes 
because they are identical. 

Senator Monroney. But, only with the assistance of coverage of 
a part of your overhead operations by military work would you be 
able to supply any air cargo for common carriage; is that not a proper 
statement ? 

Mr.Gires. Yes. 

Senator Monroney. In other words, the development of air cargo 
as a going part of the aviation picture is going to have to have at 
least some breaks in the volume of freight that needs to be handled 
by the military; is that right? 

Mr. Gites. Correct. 
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Senator Monroney. It doesn’t require subsidizing; in fact, the 
figures show it is carried for less than the cost of the Government 
carrying it; isn’t that so? 

Mr. Gites. That is correct. 

There may be some time during the economic condition of the 
country, we don’t know, it is something we cannot control, there ma 
be some time when we do want to have the ability to at least throu 
proper channels obtain assistance when that assistance is legally avail- 
able to us. 

Senator Monroney. Yes, but if the Government was a larger scale 
user, developing a greater type of freight for judicious movement of 
cargo without requiring the high priorities for air movement assessed 
today, that in itself would help encourage commercial users to a 
greater use of air as a means of transport work, wouldn’t it? 

Mr. Gites. It certainly would. It would be one of the biggest shots 
in the arm you could give it. 

Senator Monroney. I had high hopes for the air freight age last 
— when the expansion and hopes of some of the certificated cargo 

ines were deployed in buying new modern equipment. I had hopes 
of being able to really put this plan forward in 5 years by the de- 
velopment and acquisition of a more economical type of air transport 
plane. Tosee companies now liquidating these planes and selling them 
to foreign governments, seeing companies like your own laying off 120 
pilots, 25.5 percent of your ground crews, makes me think we are 
going backward, retrogressing. Once it becomes an accepted fact 
that you cannot make it in air cargo, you have lost a great step for- 
ward in the rapid movement of things and materials by airfreight. 

Is that a correct statement ? 

Mr. Gites. Yes, sir. 

Senator Monroney. Therefore, to bring us into an airfreight age 
is going to require some cooperation with the military ; is that correct? 

Mr. Guzs. Correct. 

Senator Monroney. A system must be developed which would be 
advantageous in reserve air fleets and also in emergencies. In the 
event of war, even your domestic transportation would enable you to 
fly parts, machinery, and critical supplies anywhere on very short 
notice to make our war effort move at a great deal faster pace than 
if you had to rely on ground transportation ; wouldn’t it ? 

Mr. Gries. That is absolutely correct. 

Senator Monroney. Senator Bible. 

Senator Brae. No questions, Mr. Chairman. 

Senator Monroney. We appreciate your help very much, Mr. Giles. 
If the situation worsens more than it already has, would you say that 
further reductions in staff would have to take place? 

Mr. Gites. Yes, I am in the process of taking further reductions. 
I will continue taking those further reductions even if it means shorten- 
ing or throwing out commercial routes until I get a hearing with CAB 
and I can find out what is our charter, under what conditions we can 
operate. When I know the condition under which we are to operate, 
then I can go ahead and analyze our business. But we do need that 
help, we have asked for it. We can’t drag our feet too long. We have 
got to have a decision on it. 
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iSenaton Monroney. What is causing the delay in getting the de- 
cision 

Mr. Gixes. I don’t know. 

Senator Monroney. How long has it been pending in CAB? 

Mr. Giuizs. Since the first of the year, the end of February, I be- 
ieve. 

Senator Monrongy. What reason did they give you for the delay? 

Mr. Gites. Well, there are a multitude of things they are doing, and 
ours doesn’t seem to carry the priority that the others do. 

Senator Monroney. The survival of the air-freight concept would 
seem to have some bearing. 

Mr. Gites. We have tried our best to get that across to them. 

Senator Monroney. I personally feel that when airfreight is estab- 
lished we will find that only the surface was scratched by passenger 
transportation and movement by air will be almost unlimited. Yet, 
if it does fail as an infant industry it will take another generation 
of entrepreneurs willing to risk the capital that these have already 
risked, and perhaps being forced to give it up by failure of the Gov- 
ernment to support, even by a minor means, these activities. 

Mr. Gries. I will show you a very peculiar phase of economics. 
Florida ships flowers north. At exactly the same time on the return 
flight of that airplane we are picking up flowers coming out of Cali- 
fornia going south to Florida. That is anes people are airminded 
and there is a particular kind of flower out there they want on the 
market not yesterday but tomorrow morning. Another thing is we 
have just completed in the last 3 days two charter flights from St. 
Louis south to Miami carrying bricks. 

Senator Monroney. Bricks? 

Mr. Gus. Bricks going into South America. Why? Because 
they have a condition down there where it is cheaper and faster time- 
wise to bring bricks out of St. Louis into South America than it is to 
have them hauled by surface vessel or by boat. 

Senator Monroney. I understand that a great many of the cattle 
used in improving the breeding stock in Latin America move far 
cheaper by air than by rail as illness, loss of weight, and things of 
that nature occur in the transportation. 

Mr. Gigs. I will give you another interesting one. Our competitor, 
Eastern, has a breakdown in engines and they come directly over to us 
to charter a plane and fly an engine. Why? Because we are estab- 
lished cargo; we have the facilities to handle it. 

Senator Monronry. We have just scratched the surface, haven’t we? 

Mr. Gitxs. I agree with you, a hundred percent I agree with you, 
but let us not be restricted from an effort of going in and developing it. 

Senator Monronry. I heard Ralph Damon, who was one of the 
statesmen of aviation and president of TWA, before his death, make 
a speech in Kansas City, saying anything can be airfreight from dia- 
monds to coal. Of course, these were extremes of value, but in between 
there is a vast spectrum where things can move cheaply, more eco- 
nomically by air, and save money to the shippers on inventory reduc- 
tions. 

Mr. Guts. I will give you another strange one. Why is it, we are 
an all-cargo carrier. We have asked twice now, we have twice tried 
to get passenger service, both times to be inferred, “Now, boys, move 
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over; you're all-cargo, you know nothing about carrying passengers.” 
The passengers have a higher tariff, yet they will put three duplicating 
lines down the country paralleling our cargo line. Do they get re- 
stricted? No. Why is that? Do they want to kill off the cargo 
operation? I donot know. 

As you say, we have only scratched it, and it is so great that if they 
would just give us the opportunity to try to do something, we will do it. 

Senator Monroney. I wish our discussion could continue, however, 
there is a vote on the floor of the Senate and the committee will stand 
in recess until after the vote is taken. 

Thank you very much, Mr. Giles. 

(Recess taken.) 

Senator Monroney. The committee will stand in recess until 10 
o’clock tomorrow morning. We are unable to have any other members 
of the committee present, due to the situation on the floor. At that 
time we will hear Mr. Rentzell and the other witnesses that are 
scheduled. 

(Whereupon, at 4:50 p. m., the committee adjourned, to reconvene 
at 10a. m., Friday, June 13, 1958.) 
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FRIDAY, JUNE 13, 1958 


Untrep States SENATE, 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
SpecraL SuBCOMMITTEE ON Mirirary SEA 
AND Miuirary Arr TRANSPORTATION SERVICES, 
Washington, D.C. 
The subcommittee met, pursuant to adjournment, at 10 a. m., in 
room G-16, the Capitol, Senator A, S. Mike Monroney presiding. 
Senator Monroney. The subcommittee on Military Air Transport 
and Military Sea Transport will resume its sitting. e first witness 
for today is Mr. Delos W. Rentzel, chairman of the board of directors 
of Slick Airways, former Administrator of CAA, former member of 
CAB, former Under Secretary of Commerce. 
We are glad to have you here, Mr. Rentzel, and we appreciate very 
much your courtesy in giving us the benefit of your testimony in this 
matter. You may proceed as you wish. 


STATEMENT OF DELOS W. RENTZEL, CHAIRMAN OF THE BOARD. 
OF DIRECTORS, SLICK AIRWAYS, INC. 


Mr. Rentzev. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, I appreciate the 
opportunity to appear before your committee, since I sincerely believe 
you are concentrating on an issue which goes deeply to the very core 
of the questions of whether we will have an air cargo industry in 
this country and whether we will have, in the event of an emergency, 
the aircraft in being required by military logistics and national 
security. 

Having faced these questions in my capacities as Chairman of the 
Civil Aeronautics Board, as Under Secretary of Commerce for Trans- 

rtation when we established with the military the Civil Reserve Air 

leet program, as Chairman of the Air Coordinating Committee, as 
Chairman of the Civil Aviation Mobilization Division of the National 
Security Resources Board, and as chairman of the board of Slick 
Airways, I have become acquainted with some facts and reached some 
conclusions which I hope will be useful to you in your considerations. 

The so-called MATS competition with the civil air carriers issue goes 
far deeper than merely alternative methods and relative costs of 
meeting current military airlift requirements. It goes to the very 
heart of the question of whether we will achieve our national transpor- 
tation objectives, which are: 

1. To strengthen and develop our civil air transport facilities to 
better meet the needs of domestic and foreign commerce, and 
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2. To provide a substantial and immediately ready reserve air- 
lift with the necessary aircraft, personnel, maintenance, and operating 
facilities for the event of national emergencies. 

These two objectives are not mutually exclusive. They are com- 
plementary. You cannot achieve one without the other. Since the 
combined military and essential civilian requirements in the event of 
an emergency are almost unlimited, a healthy growth and expansion 
of the civil air transport system is essential to our security require- 
ments. This we have all recognized. 

Furthermore, it is both an impossibility and an unconscionable waste 
of resources to have duplicating and competing military and civil air 
transport systems. The sooner we recognize that in essence they are, 
and need be, essentially complementary, the sooner we will be able to 
maximize our air transport strength and national security. 

Today, however, we have conflicting systems. The MATS com- 
petition with civil air carriers is an indication of this conflict. Cer- 
tain policies of the Department of Defense as well as policies of the 
Civil Aeronautics Board are working at cross purposes and are not 
aiding us to achieve our national objectives, but are sapping our trans- 
portation strength and our military air logistic posture. I believe 
an effective partnership in policy and objective need be created among 
the civil and military transportation agencies so that real progress can 
be achieved in developing badly needed civil air transport and so that 
real cooperation can be sought and obtained from the air carriers and 
the aircraft manufacturers. 

In your current deliberations I would encourage you to keep two 
basic facts clearly in mind: 

1. That the military demand for air transportation is of such a great 
magnitude that the leverage effect of military policy can and currently 
does drastically affect the civilian transportation facilities and equip- 
ment. 

2. That air transportation, to be economically sound, requires high 
and steady volume. Heavy overhead requires volume which will en- 
able reduction of unit costs and rates to be within levels which will 
tap the large air potential which exists. Only fairly recently have 
the grandfather passenger carriers reached a volume of economic 
viability. The all-cargo carriers have not yet achieved this stage of 
development. 

Senator Monrory. Do you mind being interrupted as you go along, 
or would you rather finish your statement ? 

Mr. Rentzev. I don’t care. 

Senator Monroney. What you are saying in point 2 is that you have 
a fixed ground overhead that could handle nearly twice as much volume 
if the volume were there; therefore, your freight costs would go down 
correspondingly as the volume increases; is that correct ? 

Mr. Renrzeu. Up toa point, yes, Senator. The only limiting factor 
there, then, is the aircraft itself. 

Senator Monroney. Roughly, what percent of your costs are ground 
costs and fixed overhead in your operation ? 

Mr. Rentzev. Well, eoievianaete, with the level of volume that 
we have had, it has been approximately 50 percent. 

Senator Monroney. The 50 percent of the cost wouldn’t fluctuate 


too greatly upward. It could handle a vast amount of volume, without 
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materially affecting that half of the rates, therefore, the rates could 
come down asthe volume would goup. Isthat right? 

Mr. Rentzex. That is correct. In the case of passenger carriers, 
through the years they had exactly the same spebleien and as their 
system absorbed more flights, larger aircraft, their economy came also 
from the ground station costs, the handling costs. Now, that reached 
a saturation point here in the last year or so, and we may have a new 
surge with jet aircraft, particularly with jet aircraft, but the fact 
remains that the great bulk of your economy has come not only from 
improved aircraft, but from improved ground handling due to volume. 

Senator Monroney. Fixed overhead goes on whether you are flying 
a 50 percent freight load or a hundred percent freight load; thus, you 
could possibly have greater utilization of your aircraft. With the same 
capital investment you could handle a great deal more freight, if 
freight were available. 

Mr. Renrzex. Not only that, but you could run more flights with it. 

Senator Monroney. Your per-hour-per-day use would rise. Noone 
is approaching the use capacity of the planes at this time, are they ? 

Mr. Renrzev. No, sir. 

Senator Monronry. Excuse me for interrupting, I just wanted to 
make that point clear. 

Mr. Rentzev. The current influence of military transport policy on 
civil-air transport is indicated by its overwhelming volume. In fiscal 
year 1957, military overseas transportation requirements handled by 
MATS amounted to 3.3 billion passenger-miles and 574 million ton- 
miles of cargo and mail. This traffic was equal to about 60 percent of 
the revenue passenger-miles, and over 3 times the cargo and mail ton- 
miles of all traffic carried in scheduled service by all the United States 
foreign and overseas carriers in this same period. 

In the domestic market, quite aside from cargo flown in military air- 
craft, the military is influencing the development of the common car- 
rier air cargo industry, by withholding at least 130 million ton-miles 
of cargo from the common carriers and transporting it over a largely 
duplicating charter air-transport system. This cargo traffic alone is 
equal to 80 percent of all the cargo carried by the all-cargo carriers 
during fiscal year 1957. 

Senator Monroney. When you state 80 percent of all of the cargo, 
is that domestic and overseas ? 

Mr. Rentzev. This is just domestic all-cargo. This is domestic 
freight flown in charter by the military in what we consider to be com- 
petition with the all-cargo carriers, at least the common carriers, dur- 
ing fiscal year 1957. 

From these facts alone it is quite obvious that the military traffic is 
the single most. influential force on our civil-transport demand, and 
hence on the aircraft and facilities in being. However, I am also 
including for your review an appendix to this statement spelling out 
the details of these and other data. 

The military traffic can influence, for good or for evil, our national 
air-policy objectives. I firmly believe the Defense Department trans- 
portation policies today are injuring rather than aiding our achieve- 
ment of our national transportation objectives. Congress need direct 
and determine that these policies be revised. 

On February 24, 1958, after 12 years of operations in domestic air- 
freight, Slick Airways was forced to suspend its domestic common- 
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carrier schedules. Without the aid of subsidy and only through the 
private-capital investment of over $13 million, the company has, over 
the years, made a major contribution in developing the domestic air- 
freight industry. Since all-cargo operations have not yet, in the devel- 
opmental stage, been profitable over any sustained period, Slick Air- 
ways, like the other carriers, has had to support its all-cargo operations 
through other activities. The major passenger carriers have supported 
their all-cargo operations through their passenger service. Slick Air- 
ways has supported its all-cargo common-carrier service primarily 
through international charter operations, an engine overhaul facility, 
and, from time to time, through the sale of aircraft. 

Through the years, Slick Airways developed its domestic service 
from an unscheduled C-46 operation in 1946 serving a limited num- 
ber of cities, to a scheduled common carrier service serving 30 cities 
in 1957 with DC-6A, DC-4, and C46 equipment. In 1946, Slick 
Airways carried 11 million ton-miles of domestic air cargo; in 1956 
and 1957 from 45 to 50 million ton-miles of air cargo was handled 
each year. As of January 1, 1958, Slick Airways owned or was oper- 
ating in common carrier and charter operations 7 DC-6A’s, 8 DC—4’s, 
and 10 C46 aircraft and had on order 5 additional DC-6A/B air- 
craft for monthly delivery starting in April 1958. All of the 4-engine 
oe te owned by Slick Airways are committed to the civil reserve 
air fleet. 

During 1957, Slick Airways was faced with rising costs and a 
slackening of domestic common carrier traffic. This, coming upon 
common carrier operations which have been marginal, had its severe 
and immediate impact, and made Slick Airways even more dependent 
on its military charter operations. However, just when it needed the 
MATS business most, during the last months of 1957 and the first 
months of 1958 MATS requirements and charters declined in volume, 
and additional aircraft bidding against the decreased MATS charters 
drove rates below a break-even level. For the year 1957 Slick Air- 
ways incurred a loss of $2.2 million. For the month of January 
1958, losses amounted to $473,000. 

In February, we were forced to suspend common carrier operations 
to forestall further losses until adverse industry conditions were cor- 
rected. We are currently continuing our charter and contract activi- 
ties, requesting, for the first time, a subsidy until common carriage 
can be in itself an economically viable operation, and we look forward 
to reopening operations at the earliest date. 

Senator Monroney. Could I ask you, unless it is mentioned later 
in the statement, what happened when you were forced to suspend 
your common carrier operation? You said you had 7 DC-6A’s, 8 
DC-4’s, 10 C-46’s, and had on order 5 additional C-6A/B aircraft, 
for monthly delivery starting in April 1958; do you cover that later 
in your statement ? 

r. Rentzev. I do, but essentially we began to dispose of them. 
Senator Monroney. Is that amplified later in the statement? 
Mr. Renrzev. Yes. 

Senator Monroney. Do you also clarify the pilots and personnel 
laid off as a result ? 

Mr. Renvzev. I think I cover that adequately, but I would be glad 
to give you the facts on it, Mr. Chairman. 
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Senator Monroney. We don’t want to precede anything in your 
statement. 

Mr. Rentzet. Over the years, but particularly recently, the mili- 
tary transportation policies have either not aided in the development 
of the airfreight industry or they have specifically increased our 

roblems. 

é By diverting from domestic common carriage airfreight into Logair 
and Quicktrans operations, the military has been denying the common 
carriers a means of reducing unit costs, has forced rates to be higher, 
and has caused load factors to be lower than they otherwise might be. 
I asked my company analysts, Mr. Chairman, to determine the amount 
of domestic air-freight traffic which we were carrying in 1957 for the 
military. From our records of Government bills of lading, they found 
that no more than 9 to 10 percent of our domestic common carrier ton- 
miles was military traffic. The military, rather than attempting to 
aid the development of domestic airfreight, has increased its use 
of Logair from 42.5 million ton-miles in fiscal year 1955 to 111 million 
ton-miles in fiscal year 1957, and has announced that it intends to 
expand the system to provide daily scheduled service to every inter- 
ceptor and SAC base. 

Senator Monroney. Isthat flown by military personnel ? 

Mr. Renrzeu. No, sir; that is a charter operation, using DC-4 and 
C46 aircraft. 

Senator Monroney. I see, but not using the common carriers ? 

Mr. Rentzeu. No, sir; it is flown side by side, in many instances, in 
most instances right along the same routes. We all recognize that 
domestic air transportation is of great value to the military in keeping 
the domestic bases and installations supplied and that major savings 
are made by use of air transportation in shortening the pipeline, 
reducing inventories, lessening shipping weights, and the like. I 
believe it would be a serious mistake to limit the appropriations to 
the military for these purposes. My only point is that these dupli- 
cative Logair and Navy Quicktrans systems are weakening our total 
national domestic common carrier airlift by limiting the growth of 
the domestic all-cargo aircraft carriers, and are thereby limiting the 
number of cargo aircraft in being and available to the military in 
the event of an emergency. 

The military should desire to support, rather than thwart, the 
growth of domestic common carriage air cargo. Only if air cargo is 
continually expanded, by increased use, will we be able to provide the 
base of traffic which will support the continued acquisition and effec- 
tive utilization of new and more efficient cargo aircraft, supported by 
and bottomed on the Nation’s economy rather than on the taxpayers’ 
dollar. 

By restricting and drastically varying the amount of MATS charter 
requirements put up for bid each month, the military contributed to 
Slick Airways’ current problems, restricted the purchase of new air- 
craft, and weakened the effectiveness of the CRAF program. 

Civil carriers, such as Slick Airways, readily commit their aircraft 
to the CRAF program and are prepared to augment the military air- 
lift in an emergency. However, the military cannot expect these air- 
craft, which it has designated as needed in an emergency, to be avail- 
able unless they are currently supported by either commercial opera- 
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tions or military charter. Of the 368 aircraft currently in the CRAF 
program, approximately 300 are supported by and utilized in com- 
mercial operations. Thus, the military by putting out charter require- 
ments for bid to approximately 20 percent of the CRAF fleet could 
maintain in readiness their needed augmentation. 

But the military, in a very shortsighted manner, apparently feels 
no obligation in this regard. It has shown that it would rather utilize 
military aircraft for these requirements at a greater cost to the Govern- 
ment, than help maintain the reserve aircraft it has declared necessary 
for the Civil Reserve Air Fleet. 

Thus, not only is this policy shortsighted in the military’s own 
self-interest and in terms of national security, but it flaunts the basic 
policy of the Executive Office of the President, the 1954 recom- 
mendations of the Air Coordinating Committee, the 1955 Hoover 
Commission report, and the directives of the 85th Congress specifical- 
ly directed to this issue. 

Since fiscal year 1951, MATS traffic has increased from 346,000 to 
920,000 passengers a year and its cargo and mail from 63,000 to 167,- 
000 tons, yet the percentage of this traffic which has been put out 
to the civil carriers for bid has:declined from 373.3 percent to 19.6 
percent for passenger traffic and from 30.9 percent to 10.5 percent for 
cargo and mail. 

Not only is this relatively small share of traffic being put out for 
civil carrier bid, but this traffic fluctuates violently from month to 
month. In 1957, MATS passenger bid requirements ranged from a 
low of 31 million passenger-miles in January to a high of 162 million 
in October. There are charts attached to show that. And. then 
dropped to about 96 million passenger-miles in January 1958. It is 
difficult, if not impossible, for a carrier to plan to serve the military 
in this market on a month-to-month basis. 

The reason for the low level of traffic and the high fluctuations 
is the same. Oblivious of the effect on the civil carriers bidding, 
disregarding executive and congressional directives, and unconcerned 
with the excess and available civil capacity, the military determines 
the traffic to be put up for bid by— 

1. First determining the number of MATS aircraft required for 
emergency military needs. 

2. Determining the number of hours utilization of these aircraft (a) 
for exercising them so as to keep them in a ready condition, and (4) 
for pilot training. 

3. Multiplying the number of aircraft by the determined hourly 
utilization times their capacity gives the military its total available 


ift. 

4. This lift is then scheduled and utilized for military traffic re- 
quirements. 

5. The military traffic requirements in excess of this MATS avail- 
able capacity, if any, are put out for civil carrier bid. 

Obviously, this remainder will not necessarily have any relation to 
the excess civil carrier capacity being bid, nor to the objective of 
maintaining a Civil Reserve Air Fleet, nor to a relatively consistent 
flow of charter traffic. 

Furthermore, if the military achieves its currently stated objective 
of utilizing the MATS fleet 6 hours a day there would be no traffic 
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whatsoever put i for civil charter bid. In short, this military 
policy is irresponsible and reckless. 

Basically, the military attempts to justify this policy by main- 
taining that since the MATS aircraft need be flown for exercise and 
pilot training is a waste of the taxpayer’s dollar not to fly them filled 
to capacity. 

This argument assumes— 

1. That the MATS fleet is of a proper size. A fact that one who 
is not privy to D-day requirements cannot evaluate, but there is good 
reason to question this, especially regarding MATS requirements for 
plush passenger aircraft. 

2. That proper pilot training requires as much as 90 hours a month 
in aircraft flight, rather than simulator training. 

3. That MATS aircraft need,'for proper readiness, the utilization 
determined. 

But even if all these assumptions are correct, which I am sure they 
are not, it does not follow that flying MATS aircraft partially empty 
is a sign of inefficiency or waste. Their underutilization is, by neces- 
sity of the facts, an indication of strength, of the degree to which our 
total airlift for military needs can be expanded. We must recognize 
that these mihtary aircraft are logistic weapons. They are not, and 
should not be conceived, as essentially commercial investments any 
more than other military weapons. We would never establish a policy 
of commercial utilization of military trucks, or military tanks, or mili- 
tary missile bases, or SAC bombers, because they represented signifi- 
cant dollar investments. In ocean shipping we have a policy of main- 
taining a shipping reserve which is recognized as a national defense 
cost. The Army stockpiles commercial-type vehicles for ready use in 
an emergency. It appears that only in terms of MATS aircraft does 
the military consider that full current utilization of the equipment is 
justified. 

It is obvious that if these military aircraft are utilized to the point 
of diverting traffic from civil carriers or otherwise limiting the growth 
and development of privately financed aircraft, the military is dimin- 
ishing the very airlift and the very carriers which it needs to depend 
upon in the event of an emergency. 

The total airlift requirement of the military in the event of an emer- 
gency exceeds the current civilian and military demand for aircraft. 
Therefore, to be prepared to meet emergency requirements, and recog- 
nizing that privately financed aircraft cannot be kept available without 
economic use, it is absolutely necessary to maintain a military aircraft 
reserve which is not currently being used to optimum capacity. 

In the questionnaire answers submitted to your committee we at- 
tempted to estimate the degree of “MATS competition.” Since MATS 
traffic can be carried, with almost no exception, in civil carrier equip- 
ment, the amount of traffic in which MATS is competing with civilian 
carriers in transocean operations is defined by the amount of excess 
civil aircraft capacity being made available to MATS but unused. 
This we estimated to be for the fiscal year 1957 approximately 214 
billion passenger-miles and 250 million ton-miles of cargo, representing 
a total value of business of approximately $115 million. A similar 
estimate was made for the first half of fiscal year 1958—J uly—December 
1957—and we found that civilian aircraft bidding could have carried 
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an additional 746 million passenger-miles and 140 million cargo ton- 
miles, or an additional $45 million of traffic. 

The military utilized only about 50 percent of the aircraft Slick 
Airways bid or had available ——_e 18-month period from July 
1956 through December 31, 1957. During the first quarter of this 
calendar year the military utilized only about one-third of the aircraft 
capacity bids on MATS charters. 

nator Monroney. One-third of Slick’s capacity ? 

Mr. Renrzex. This is all of it. 

For the total 21-month period this unused capacity being bid repre- 
sented $14 million worth of traffic. 

These estimates, large as they may seem, are appreciably lower 
than the costs which MATS incurred in carrying this traffic. These 
estimates are based on 3 cents a passenger-mile and 16 cents a ton- 
mile charter rate. MATS claims that their costs, excluding, however, 
military pay, all capital equipment costs, and other items, are 3.74 
cents a passenger-mile and 18 cents a ton-mile in the Atlantic, and 
3.91 cents a passenger-mile and 18.5 cents a ton-mile in the Pacific. 
This comes from the industrial funding report, Mr. Chairman, and 
the costs that I refer to here, I will emphasize, exclude military pay, 
capital investments, and certain an support items. 

a aha Monroney. In other words, would you say that much of 
the ground support is done at military bases that would otherwise 
be charged to combat or military operations, such as hospitalization 
and housing ? 

Mr. Rentzeu. That is correct. 

Senator Monroney. On this same issue, a commercial line would 
have to pay, and does pay, in figuring their 16 cents a ton-mile charge, 
wouldn’t they ? 

Mr. Renrzex. That is right. 

These are the “rates” which MATS has established for fiscal year 
1959 budget estimates, for the Army, Navy, and Air Force for the 
transportation service rendered. Their actual costs, including mili- 
tary pay and depreciation, are appreciably higher and might conserva- 
tively be estimated at 4.4 cents a passenger-mile and 22 cents a ton- 
mile of cargo. Therefore, the military is unnecessarily expending 
approximately $43 million annually, based on fiscal year 1957 data, 
limiting its own ability to expand rapidly and simultaneously weaken- 
ing the Civil Reserve Air Fleet. 

r. Chairman, allow me to summarize that which I consider to 
be an integrated set of military transportation policies which would 
get us back on the track of helping to achieve simultaneously both of 
our objectives of strengthening and developing our civil transport 
facilities as well as providing a ready reserve airlift for the military 
in the event of an emergency. 

I strongly recommend that— 

I. The military make a positive effort to give full support to domes- 
tic and international common carrier systems certificated by the 
Civil Aeronautics Board, placing as much traffic as is economically 
feasible on the certificated domestic and foreign schedules. As a corol- 
lary, the military should eliminate military flights with either military 
or chartered equipment, which could be economically and effectively 
conducted by civil carriers on their common-carrier routes. To this 
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end, an. industry committee of civil carriers should be established im- 
mediately to work with the Department of Defense so as to make such 
changes in their common-carrier schedules, routings, equipment, and 
service as would better serve the military. 

II. For that military traffic, either domestic or foreign, which can- 
not economically or effectively be accommodated in the certificated 
common-carrier schedules, the military should put out requirements 
for competitively bid charter flights. The volume of this traffic should 
be established at levels to maintain the Civil Reserve Air Fleet which 
would utilize at least 75 percent of the capacity of Civil Reserve Air 
Fleet aircraft available and bidding on TS requirements. 

In this manner the military can be assured that the aircraft required 
in the event of an emergency will be available, that there would none- 
theless be active competitive bidding on the requirements to assure 
reasonable rates to the military, and yet the traffic in the charter mar- 
ket would not decline to levels which would force rates below costs. 

Frankly, Mr. Chairman, I believe such a policy, attuned to the ob- 
jective sought rather than to a mystical percentage of total MATS 
ae is far the most prudent for the Congress to require the military 
to adopt. 

That is all of my statement, but I wanted to deal particularly with 
the need of development of new cargo aircraft. 

Senator Monroney. Very well. 

Mr. Rentzeu. This concludes my statement on the specific questions 
of your hearings, Mr. Chairman, but I would like to spend a moment 
on a closely related question—that of the development of new cargo 
aircraft. 

As you know, the commercial air cargo industry to date has essen- 
tially had only hand-me-down passenger aircraft with which to de- 
velop the cargo industry. Some of these aircraft turned out to be 
reasonably good cargo equipment, but they have become antiquated. 
We have, therefore, an urgent need for cargo aircraft, with the range, 
speed, and payload demanded by our defense obligations and within 
cost limits which will enable commercially sound operations. As we 
reduce air cargo costs we will be able to develop the vast air cargo 
potential which exists, and this in turn will require a vastly increased 
commercial air cargo fleet in being. 

Today our current aircraft are inadequate, and plans are not being 
made in this country for the development of aircraft to meet our 
needs; while abroad, including Russia, turboprop cargo aircraft are 
not only being developed but are noe flown. I am told that Russia 
currently has 4 turbine transports in the cargo field to our 2, and that, 
furthermore, they are superior in their work capability. Sad as our 
position may be today, the substantial lead time required for engineer- 
ing and building such aircraft exaggerates the position we will neces- 
sarily be in some 5 to 10 years hence if no action is immediately taken. 

Our current CRAF is relatively deficient in cargo, as compared to 
passenger, aircraft. This deficiency can eventually be overcome only 
if a commercially feasible cargo aircraft is developed. One should ex- 
pect that the military would be most anxious to help stimulate such 
cargo aircraft development. It is obvious that unless the carriers, 
the aircraft manufacturers, and the Government cooperate in plan- 
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ning and developing these aircraft we will continue to fall behind in 
our air cargo transport position. 

Thus, Mr. Chairman, the military is not only making it increasingly 
difficult, through the narrowly conceived military transportation 
policy, for air cargo carriers to remain in the air, the military is also 
showing et little interest in the development of new cargo 
aircraft. The development of such an aircraft and a revision of mili- 
tary transportation policy would provide a means to achieve an ade- 
quate airlift in being available to the military, but bottomed on the 
growth of the economy rather than on the taxpayers’ dollar. 

Senator Monroney. I think, Mr. Rentzel, you put your finger on 
two of the most important points which this hearing can develop; (1) 
that we are failing to help with the initial base necessary to bring 
airfreight into being as an important factor in our aviation picture, 
and (2) that at the expense of some $700 million a year MATS is 
duplicating the passenger-type aircraft that is available in large 
numbers, and in unused amounts in our civilian fleet. 

Do you know of any plane now in design or mockup stage that is 
being seriously considered for production by the military ? 

Mr. Renrzev. For cargo purposes? 

Senator Monroney. For cargo purposes. 

Mr. Rentzex. The only airplane they are acquiring is the C—133 to 
my knowledge. 

Senator Monroney. That was some 5 years in design, I believe, 
and is only recently coming into production ? 

Mr. Renrzer. That is correct. 

Senator Monroney. It is a very modern cargo plane, but still of 
size far below the planes that Russia has operational, I am told. 

Mr. Rentzev. That is absolutely right. The Russians have an 
aircraft comparable to the C-132 flying today, a turboprop capable 
of carrying over 200 men fully armed. We have nothing to compare 
with that. 

Senator Monroney. If we are spending $700 million to duplicate 
that which is already available at a lower cost per ton-mile for 
freight, or at a lower cost per passenger-mile, we are looking back- 
ward instead of forword in the capabilities of modern airlift for our 
defense needs. I have here information which the staff has found 
on seven Russian planes which I would like to read into the record at 
this time: 

They have type TU-104, jet, speed 500 miles an hour, capacity 70 
passengers, range 1,600 nautical miles. 

The TU-110 Rossiia, turboprop, speed 470 miles per hour, capacity 
170 passengers or 75,000 pounds, range 4,000 nautical miles. 

They have the TU-114 jet, 600 miles an hour, 120 to 220 passengers, 
35,000 pounds; the exact range is not listed, but I understand it is 
believed to be New York to Moscow. 

There is the AN-10 Ukrania, turboprop, 400 miles an hour, 84 to 
125 passengers, 50,000 pounds capacity, 2,500 nautical miles range. 

They have the IL-18 Hoskva, turboprop, 400 miles, 100 passengers, 
2,000 nautical miles range. 

They have the TU-110 jet, 515 miles per hour, 100 passengers, 2,200 
nautical miles range. 

They have the AN-4 Flying Whale, 345 miles per hour, a turbo- 
prop with 30,000 pounds capacity, 2,000 nautical miles range. 








STUDY OF MILITARY AIR TRANSPORT SERVICE 93 


Would you say that we have any counterpart for those planes in 
the MATS inventory other than the 133? 

Mr. Renrzev. Yes; the only thing we would have comparable would 
be to the TU-104 which is a jet transport which is now operational. 

i . . . 

Senator Monroney. I have here an ATA publication entitled “Red 
Star Into the West.” I read from page 17 of that booklet: 

The Reds have made much of the advantages of air cargo and recognized its 
potential at an early stage. They saw the importance of transportation in the 
growth of the “new” country; in the development of new industries and the 
distribution of products of collective farms. 

Skipping to a later paragraph: 

Beginning in 1923, when only 2 tons of freight were carried over the fledgling 
airline system, the Aeroflot airlift grew and grew. By 1932, when the airline 
had a 25,000-mile network, 400 tons of mail and cargo were carried. In 1946, 
the Soviets claimed that they handled 40 million pounds of airfreight. 

Although no current volume figures exist, the Red airline does announce its 
year-end resuits in terms of percent increase over previous years. Aeroflot, 
they say, flew 21 percent more cargo in 1957 than in 1956 and their goal for 
1958 is a 17 percent increase. 

Skipping to another page, Mr. Richard Stockwell, an authority on 
Soviet airpower said : 

In 1950 with airfreight growing by leaps and bounds, the United States Aero- 
flot’s deputy chief of administration, Gen. Vladimir Zahkarovy, said that “air- 
planes of our civil aviation carry more freight than in any capitalist country.” 
For 1950, the Soviets had a 240,000-ton goal, and they are believed to have passed 
it though we do not know how far that tonnage was carried. However, the 
Soviet radio has said that airfreight turnover for 1953 was 9 times that of 
1950, when it was Officially 29,808,000 ton-miles. This puts the figure for 1953 
just under 270 million ton-miles, or about double the United States for that 
year. Plans called for twice as much freight to be carried in 1955 as in 1950. 

It continues regarding the use of airfreight and air cargo. The 
articles would seem to indicate that while we have been concerned 
with our strategic strategic striking force by air, that Russia has 
moved forward with seven-league boots in the development of an air- 
lift which would give them vast superiority in the event of a limited 
war. 

The configuration of almost every plane in our airlift inventory by 
MATS is passenger service excepting for the Globemaster, and the 
T-133 ; is it not ¢ 

Mr. Renrzen. Yes, sir. 

Senator Monroney. We have a beautiful fleet for passenger carry- 
ing purposes, but we could airlift practically none of the essential 
ground equipment necessary for a limited war, could we ? 

Mr. Renrzeu. No, sir; 1 don’t think we could. I think it is esti- 
mated that we can move a million men in 30 days by 1960 with the 
passenger aircraft which are available if we, of course, used them 
instead of moving them over our domestic system. But moving a 
million men in 30 days won’t resolve anything if you cannot move 
but 10 percent of the logistics which I understand is to be the estimate 
of the amount of logistics lift that is available. 

This is where our whole program is bogged down, on the ability to 
move things, and we have no program in sight. The thing tliat was 
incongruous to me was that the very day that they canceled the C-132, 
which might have given us some lift in that category, because it was 
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too expensive, the military decided to spend $3 billion along with the 
Maritime Administration on modernizing the shipping fleet. 

Now, I have no argument with the shipping fleet, but I do main- 
tain that in the event of either a limited war or world war III, that 
the shipping fleet is certainly going to be of less use to us than a 
highly developed air-logistic system. 

Senator Monroney. If the purpose of MATS is to have an M-day 
capacity for the trouble spots of the world, with the divisions equipped 
and ready to fight, then they have bought completely the wrong planes, 
have they not, excepting for the 133 ? 

Mr. Renrzev. Exactly. 

Senator Monroney. There is nothing on hand nor on the draw- 
ing boards to give us modern airlift capable of lifting a division 
with equipment that would have to go into action immediately in 
a limited war. 

Mr. Rentzev. That is exactly right. 

Senator Monronry. The Army has recently come up with a new 
plan for limited war and their divisions. There is no existing capacity 
that would be available other than the inventory which we read yes- 
terday consisting mainly of Connies and DC—6’s and some obsolete 
planes that should be retired—the Globemaster, and the flying box- 
cars and that type of equipment. 

Mr. Renrzev. There are no modern available aircraft available to 
them. The C-133 in itself was a compromise. Again, I don’t mean 
to be critical of the airplane, but it was not the airplane they started 
out to build as the ultimate weapon in their air-logistics system. 

The other thing that I would like to mention in regard to the ques- 
tion of the airfreight industry, the only reason it has any place 
in the picture, in the interests of the national economy, and the na- 
tional defense, I think the national economy could use a highly effec- 
tive air-cargo system, but it will not come into being until we have 
an airplane that can make money. 

The point I am talking about with respect to subsidy is only to 
keep the industry alive until such an aircraft is available. 

The other point of it is that if we could develop a successful air- 
freight industry we would have in being in reserve and using the 
base of the economy, the Nation’s economy, we would have in being 
a substantial part of the air-logistics requirement that we have, but 
as of the moment we are making no progress on it. 

Senator Monroney. You have neither civil nor military airfreight ? 

Mr. Renrzex. That is correct. 

Senator Monroney. The failure of the military to recognize the 
need for a modern logistical plane makes it absolutely impossible 
for any aircraft manufacturer to go out on his own and try to mar- 
ket a plane for which a capacity of airfreight has not been built up, 
or exists. 

Mr. Rentzev. That is correct. 

In addition to that, the policies that follow make it impossible for 
us in the cargo industry to financially be able to buy such an airplane 
on our own, whereas a little encouragement and a little cooperative 
effort on the part of the military and CAB could, I think, develop 
this industry to the point where such an aircraft could be made avail- 
able in large quantities. 
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Senator Monroney. You mentioned the CAB. Isn’t the CAB, 
under its authorization, supposed to give leadership to the develop- 
ment of aviation ? 

Mr. Rentzet, Section 2 requires that. 

Senator Monroney. They have been charged with that responsibil- 
ity and yet, as far as I have seen, they have done precious little to look 
ahead. Perhaps they have been busy with the routine details, but 
there have been practically no innovations other than those which 
have occurred by individual entrepreneurs. There has been nothing 
to encourage or coordinate with the military the development of 
planes for short-haul logistical supply, for long-haul logistical sup- 
ply, or even for a short-range-type aircraft such as we have needed 
desperately in the feeder airlines. 

Mr. Renrzeu. I am afraid they haven’t done much about any of it, 
Mr. Chairman. 

Senator MonroneY. I don’t think they have, either. The C-132, 
which you mentioned, rather than being canceled, could have been 
developed by the military and could have brought the airfreight busi- 
ness on a commercial basis, once it was developed and the production 
and commercial cost absorbed, as was done with the Boeing jet tanker 
transport. Had this been done, the civil air carriers would have had a 
plane, a workhouse that could have competed almost with truck freight 
on a ton-mile basis; could it not ? 

Mr. Rentzex. Yes, sir. It certainly offered a possibility of offering 
rates in competition with surface transportation, especially in less- 
than-carload lots. 

If 1 may go back and summarize off the cuff, it seems to me we are 
faced with a pretty critical problem. We have not developed an air- 
freight industry, and I think we are at the point now where we won’t 
unless something is done to encourage it by both the Department of 
Defense, who have a real interest in it from the point of view of peace- 
time, and with respect to the CAB, which has the responsibility of 
fostering the development of the whole civilian air industry. 

It was with reluctance the cargo carriers have asked for subsidy. 
The passenger carriers enjoyed subsidy for a great many years, and 
it was a very worthwhile investment on the part of Congress, and of 
the administration. Now, we have reached the point where the air- 
freight industry can no longer continue without some sort of help. Its 
ingenuity has been taxed beyond its ability. Either we should let 
the industry die and say we don’t need an airfreight industry, or we 
should give it some encouragement in a concrete way. 

It seems to me that the one big hole in our military thinking has 
always been the fact that we have not taken advantage of the ability 
that we have to move people and things quickly to points of stress. I 
think in the Korean war if we had two air transportable divisions we’ 
wouldn’t have had a Korean war, and it is a fact that we have made 
no progress as of this date in trying to move things by air. 

Senator Monronrey. Wouldn’t you say that the Russians are fully 
aware of their superiority to obtain adequate supplies of men and 
renting samienene anywhere in the world where a limited war might 

reak out ? 


Mr. Renrzev. They can do it better than we can. 
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Senator Monroney. They are perfectly aware of our equipment and 
our inability to transport freight adequately in the world; are they 
not? 

Mr. Renrzev. I think the British-French experiment at Suez wa 
a perfectly wonderful example of what you cannot do without _air- 
lift. I don’t think our situation is improving. Vis-a-vis, the Rus- 
sians, it is getting rapidly worse as they introduce these turboprops. 

Senator Monnonry. Aren’t we in practically the same position, as 
we were at the outbreak of World War II, where we had no cargo 
capacity in our merchant marine? It had been allowed to run down, 
was obsolete, and a great portion of our efforts to maintain a two- 
front war was required to build up a cargo fleet. We had no plans 
even then. We first built the older type cargo ship. Later we built 
a better one, but we must have wasted billions of dollars simply be- 

cause we had not developed a prototype of an oceangoing cargo car- 
rier of modern design. 

Mr. Renrzex. That is right. 

Senator Monronry. We are doing the same thing by failing to 
have anything in the production stage regarding an airlift. It would 
be over 10 years before we would have the plane i in the air if actual 
warfare developed. 

Mr. Renrzev. It is absolutely the same problem, Mr. Chairman, 
and, of course, I want to call your attention to the other fact. We 
spent substantially more billions to build up this shipping fleet dur- 
ing the first phase of World War II because we didn’t have it in re- 
serve. We could have built it much more quickly if we had done it in 
peacetime, and had it in reserve. 

I would just like to give you a couple more examples if I can with- 
out taking too much of the time of the committee. There is always 
a negative attitude on the part of some people as to what the airplane 
can do, and there are lots of reasons why you couldn’t possibly airlift 
this or that. I think there have been several striking occasions where 
we have proved that isn’t true. 

The Berlin airlift is a widely quoted one; the Korean airlift is 
another one; the Burma Road is another. Wespent the activities of an 
entire division trying to keep the Burma Road open, and the airlift 
into China was hauling seven times as much as the Burma Road ever 
hauled. It was doing it with a great many obsolete planes. As I 
remember the figures, there were two-hundred-and-fifty-odd assorted 
aircraft in the Hump operation, and . a matter of illustration as 
to what a modern aircraft could do I am told that nine C-132’s 
would have done the same job as was done by some two-hundred-and- 
fifty-odd assorted aircraft inthe Hump. It can be done. 

The battle of Stalingrad was lost because they didn’t have 300 tons 
of supplies a day. 

There are a great many instances where I think airlift has proven 
itself, but it is amazing that having had this opportunity to prove 
it to ourselves we are doing nothing about it. 

Senator Monroney. Senator Bricker. 

Senator Bricker. I have some questions that a colleague asked me 
to present to you with regard to Slick Airways, Mr. Rentzel. The 
first one is how many cities is Slick certificated to serve in its common- 
carrier operations ? 
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Mr. Renvrzev. We were certificated to serve 33 at one time, Senator. 

Senator Bricker. How many cities were actually being served when 
Slick discontinued its operation in February 

Mr. Renrze.. We were serving 16 cities directly, and some 7 cities 
by truck at the time of discontinuance. However, as of December 24, 
we were serving 23 cities directly by air, and the remainder of our 
certificated cities by truck. 

Senator Bricker. Is it a fact that all of those cities which were 
served at that time were receiving all-cargo service from nonsub- 
sidized airlines ? 

Mr. Renrzev. No, sir; they were not. It is a fact—I have to 
qualify what I say about the nonsubsidized airlines. Of course, the 
COMP EEER carriers in question are very proud of the fact that they 
are off subsidy now. But they have forgotten the fact they enjoy ed 
it for some 25 years. They were developed to their present economic 
strength by the fact of subsidy. 

Senator Bricker. Hasn’t the civil Aeronautics Board consistently 
taken the position that the all-cargo experiment is justified only if it 
can be conducted without subsidy payments ? 

Mr. Renrzev. They have taken the position that the experiment 
should be conducted without subsidy, and in our present certificate 
they have prohibited any subsidy, when the certificate was renewed, 
the 5-year experimental was renewed, there was a prohibition against 
subsidy. The Board did state, in essence, that they thought the ex- 
periment should be conducted without subsidy, but they also said that 
the carrier obviously could not economically operate with the aircraft 
available, and that we should be encouraged to develop charter and 
military operations for the amount of additional revenue required to 
subsidize this experiment. 

Senator Bricker. You had taken that same position as an airline, 
hadn’t you, before you filed your application on the 3d of April ? 

Mr. Renrzex. Yes, sir; consistently we said we did not want subsidy, 
and it was only as an act of desperation that we said we would like 
to have a temporary subsidy. I think I explained in my direct testi- 
mony another factor; one is that the airplanes that we had hoped to 
find on the horizon have not yet been showing up. Secondly, in our 
petition to the Board we have pointed up something else we didn’t 
think would happen. That is, the Board, in its deliberations, usually 
spends most of the time « onsideri ing how to get people off subsidy, and 
frequently ignore the people that have no subsidy requirement. 

I cite as a particular example not only the action which the Board 
gives to subsidize carriers, but the fact that we were not included in 
the 90 percent loan guaranty, for example, which makes it very diffi- 
cult for the cargo carriers to financially purchase new equipment. 

As another point, our financial or banking credit is limited by the 
very fact that we have no access to subsidy. Many of the carriers 
who are now off subsidy would find it much more difficult to finance 
themselves if they had no access to subsidy. ‘There is such a bill in 
Congress to eliminate access to subsidy. 

Now, if that bill passes, I think the carriers who are now off sub- 
sidy will find it much more difficult to get adequate credit from the 
banks. JI can even go further. The airline industry generally is not 
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considered a very good risk even with subsidy provisions at the present 
time by most banking institutions. 

Senator Bricker. In that application before the CAB, the Post 
Office Department did take the position that your services are not re- 
quired if subsidy has to be given, didn’t they ? 

Mr. Rentzex. The Post Office Department has consistently sup- 
ported the air-cargo industry in its efforts to haul mail. Let me ex- 
plain the difficulty that we have in that connection, and I think I can 
answer your question better. The Post Office Department has, you 
might even say, used the cargo industry to drive the mail rates 
down on the so-called subsidized carriers or carriers which have re- 
cently been on subsidy. We have consistently offered to haul the 
mail in the air industry for freight rates. The Post Office Department 
has been interested in this, but the Board has never in its wisdom seen 
fit to set the rates at freight rates. We were given only for 1 year 
the temporary authority to haul mail at all, out of all of the 12 years 
we have flown. This is now being continued under administrative 
procedures because the Board has never taken any action on our peti- 
tion to renew that 1 year. 

We were hauling the mail at surface rates, or the so-called surface 
experiment, which is the 22-cent ton-mile rates, as compared with 3714 
cents on the so-called nonsubsidized airmail rate. Now, the point 
that I make here is that the cargo carriers have never been given 
permission to carry mail. We are only a standby service. So we 
rendered only service after there was no space available on the airlines 
that are scheduled passenger carriers and have permanent airmail 
certificates. 

I think it is an unfair thing to say that the Post Office isn’t interested 
in a continuation of use of airfreight carriers. Naturally, they don’t 
want to take a position that they are going to support a subsidy, as 
such, in order to make available mail movement capability that they 
already have on passengers. 

Senator Bricker. When do you intend to resume your services if 
you do not receive a subsidy, or can you at all ? 

Mr. Renrzex. I don’t think we will. I think we have stated that 
very honestly to the Board. Our position is, as of the moment, Sena- 
tor, we are selling every piece of equipment that we have, because we 
don’t feel that the CAB or the military have the proper interest in the 
development of the airfreight industry. We have so stated. 

Senator Bricker. If you were to receive more MATS business, 
would you withdraw your request for subsidy and resume your 
hauling? 

Mr. Renrzev. If we had a consistent policy on the part of the mili- 
tary to use our facilities, particularly to support the domestic common- 
carrier cargo business with the business that is now being moved by 
charter and contract, and if we had a reasonable assumption that we 
could supplement that with military overseas charter, we would be 
very interested in resuming without a subsidy. 

It was only after this source dried up that—and for years we have 
admitted that MATS business and other military business has been 
substantially a factor in our staying alive and being able to overcome 
these losses. Now, there are some aircraft that could be developed 
that would make the airfreight industry a substantial economic op- 
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eration without any help, but those airplanes can’t come unless some- 
body shows some interest in it. We alone, the air-cargo industry, 
could not buy enough to make any manufacturer interested in mak- 
ing them. ‘That is one aspect. We have no access to subsidy, so it 
makes it very difficult to get any financial help from the banks or 
any other lending institution to buy a substantial number of these 
aircraft. They cost $2 million or $3 million a copy. Either the 
industry should be kept alive with some assistance and encourage- 
ment or it should be frankly said that the experiment is a failure 
and we should forget it. 

Now, the only reason I don’t think it should be forgotten, or the 
principal reason, is that the military do not have the capability of 
moving things in quantity as of this time in a successful air-logistics 
airplane. I think by developing the airfreight industry that such 
aircraft could be made available. 

Now, if I may deal with one other question, the question of the 
passenger carriers developing this without so-called subsidy, they 
subsidize the airfreight industry in their own way by their passenger 
operation. However, only two of them have ever shown any real 
interest in airfreight, American and United, and they have done this 
on & very competitive basis, primarily to meet the competition of the 
all-cargo carriers. 

It has been proven successfully that in the cases where we operate 
a service, where we have operated in competition with them, they 
have a low rate system, and where we don’t operate in competition 
with them, they have a much higher rate system. This is all a matter 
of fact before the CAB. 

Senator Bricker. Have they done anything about that? 

Mr. Renzzet. No, sir. I therefore have no particular hope that 
the passenger carriers will do much to develop the airfreight industry, 
and I think I am speaking objectively, because I grew up with them, 
too, during their formative stages, so I think the problem is: Maybe 
there is no real reason to have an airfreight industry. I think 
there is. 

If there is, then I think the CAB, in its charge from Congress, 
ought to decide how it is going to get it developed. You can’t expect 
a private institution to put millions of dollars as we have in this 
business, to develop the business without either encouragement in 
some form or another or help in some form or another. 

All we are asking, primarily, is that somebody sit down and work 
out some sort of program. 

Senator Bricker. That help can come in two ways. The first one 
would be by what they can turn over to you to sustain and maintain 
your business, and the second one would be the development of air- 
craft. Is that correct? 

Mr. Renrzev. That is right. If we had the same help from the 
CAB the subsidized carriers have had, that would have been bene- 
ficial. If we could have support from the military in the develop- 
ment of aircraft, we would also still be in business and we would go 
back into business if we got it. 

Senator Bricker. Thank you very much. 

Senator Monroney. I think it is interesting to note that the 1957 
preliminary figures for all-cargo airlines listed their operating rev- 
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enue, on freight alone, as $30,521,000; freight of all international and 

overseas airlines was $41, 434 000, and on domestic trunklines it was 
$49,911,000. This indicates that the all-cargo airlines were a pretty 
equal factor among the subsidized or the scheduled airlines, subject 
to subsidization in the carriage of freight. 

If this goes out, you have lost a third of your cargo airlift. 

Mr. Renvzet. Ye es, sir; plus the fact eas you have lost more than 
that in the all-cargo-type ‘aircraft. A substantial part of the quantity 
carried by the scheduled passenger carriers was in combination air- 
craft, where they are limited. I don’t have the dimensions at my 
fingertips, but there are limitations on what can be carried by the 
combination aircraft. So certain cities would lose completely the car- 
riage they have as to certain emergency equipment, for example. 

Senator Monroyey. I ask unanimous consent to put into the record 
at this point the table of all-cargo airlines for 1950 to 1957. I would 
like to point out that in 1957, by preliminary figures, the all-cargo 
airlines had a total operating revenue of $87,668 000: total operating 
expenses were $90,311,000, or a net operating loss of $2,643,000. De- 
ducting other nonoperating income and things of that kind, they still 
had a net loss of $1,257, 000 for 1957. This is a combination of all of 
the air-cargo airlines. Unless something is done, we will find this 
great experiment—which I think would lead to a complete new era 
in air transport of cargo and freight—with the pioneers that started 
it, fading out as apparently Slick has had to do in liquidating much 
of its airfreight. 

(The table referred to is as follows:) 


19th edition 1958 air transport facts and figures 
{In thousands of dollars] 


l l l | 





All-cargo airlines | 1950 | 1952 1953 1954 | 1955 1956 | 1957 
aan , a —|—— Pee P—eterd oe ld -—— 
Total operating revenues______- ee 1$12, 361 |$17,047 |$19,216 |$16, 959 |$27,035 |$52, 860 $87, 668 
Total operating expenses______- $10, 790 |$15, 917 |$19, 091 {$19,773 |$26,343 [$53,879 |$90, 311 
Net operating income. | $1, 571 | $1,130 $125 | ($2, 814) $692 | ($1, O10) | ($2, 648 
Interest on long-term debt ee | $154 $298 $405 $561 mM. 1, 526 
Net other nonoperating income _____- ..| $224 | $1,423 | $3,799 ($185)| $1, 132 539 Stage 
I I i bo ie Sa In ce ae | $591 | $709 | $1, 357 | ($1, 624) | $80 1 210 $1. 280 
INGe Seems OF BOOB... Jo toh Sele 8k. $1, 204 | $1,690 | $2,269 | ($1, 780)| $1,183 | $1,822 | ($1) 257) 
Rate of return on investment, 2 percent oa eats 16.7 17.4 seiten! 9. 4 | 7.0 | 5 
Profit margin on sales, 3 percent --_. eee oid =o 34.6 ee Se Rectan 





Senator Monroney. You haven’t discussed what has happened to 
your freight, and what it means in terms of loss of pilots, and air- 
craft. I think it is necessary to obtain a perspective of what this 
policy is doing to our capacity. You outline that you had quite a 
number of aircraft January 1, 1958, including 7 DC-6A’s with 5 addi- 
tional ones on order for delivery starting April 1958. Do you have 
any DC-6A’s now? 

Mr. Renrzev. We have four. We have sold seven. 

Senator Monronry. You have sold seven ? 

Mr. Renvrzet. Yes, and we hope to sell the other 4 in the next 30 
days. 

Senator Bricker. Where were they sold? 

Mr. Renrze.. Two were sold to the Belgian Air Force, 2 were sold 
to Pan American Airways, 1 was sold to—well, actually leased to 
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Alaska Airlines; 1 to Overseas National Airlines, 1 to Hawaiian Air- 
lines. I believe that is the seven. 

Senator Monroney. In other words, those that went abroad are 
outside of our emergency fleet. Can you give us an idea of how many 
pilots and crews have been liquidated ? 

Mr. Renrzev. We had approximately 400 pilots and we have 
now 63. 

Senator Monroney. You have 63 now and you had 4002 

Mr. Renrzeu. Yes. 

Senator Monroney. You had a loss of 337 pilots ? 

Mr. Rentzev. That is correct. 

Senator Monroney. Including copilots? 

Mr. Renvrzex. That is approximately correct. 

Senator Monroney. Most of those men are men of thousands of 
hours of transport flight experience, are they not? 

Mr. Ren'rzev. Most of them are 8- and 10-year men of Slick who 
have had thousands of hours. 

Senator Monroney. Your accident rate was extremely good, was it 
not ? 

Mr. Renrzeu. Yes, sir. 

Senator Monroney. What has happened to the pilots; do you have 
any idea ? 

Mr. Renrzev. Well, some of them, we leased a small group of 
DC—4’s and they went to Belgium with them. Some of them are 
scattered around, working in filling stations, and some are not work- 
ing, I guess. 

Senator Monroney. In other words, we have had a net loss, pre- 
sumably, of around 300 pilots that would have been ready to go 
immediately ? 

Mr. Renrzev. These men were all experienced overseas pilots, peo- 
ple who had flown not only in the military service, but in our domestic 
charter and contract as well as overseas contract and charter. 

Senator Monronry. The excuse of training missions and keeping 
in flying readiness, combat readiness, that MATS uses, also works 
the other way. Therefore, many of these men, who had long experi- 

ence in overseas flying, are no longer engaged in aviation, and their 
proficiency after a few months away from the field will be lost to the 
aviation industry. Is this a correct statement ? 

Mr. Renrzev. Yes. The difficult and tragic point is most of them 
had gone beyond the age where another airline would employ them. 
Because they can’t take people in for union reasons, except as a co- 
pilot, and they don’t want to employ copilots beyond the age of 28, 
so most of them are just lost to aviation unless they get into some 
2 part of the industry. 

I didn’t want to dwell on our problem in Slick so much because I 
think the real purpose—— 

Senator Monroney. I think if you are going to understand the 
problem you have to get it down to human figures as well. I have 
heard similar testimony from Mr. Riddle and from the independent 
charter boys on how many pilots they are losing. I have heard it 
the same from the scheduled airlines who expect to lose even more 
when the jet transports come in because of their speed and fast turn- 
around. We are accumulating great wreckage of vital aviation re- 
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sources by a policy that seems to be stupid, to say the least. We have 
not met the requirements of our logistical airlift. We have failed to 
put anything on the drawing boards for the type of plane that could 
transport a division, ready to fight, anywhere in the world. We have 
only the C-133 that can reach Europe without the steppingstones 
of Goose Bay or Harmon or the Azores. Still, we go merrily on our 
way buying pullman cars when we should have purchased freight 
cars for M-day. 

Is that a correct statement ? 

Mr. Renvzex. It is a very correct statement, and let me say this 
to supplement what you have said. I believe that the study we have 
conducted over a great period of time in trying to find out whether 
we should stay in this freight business or not, I believe that 10 percent 
of the total national transportation requirement is a conservative esti- 
mate of what we could move by air if we had the right airplane. 

Senator Monroney. If only someone in the military would realize 
the overall advantages of reducing inventories and schedule greater 
and more varied types of air cargo than they are now doing. Do you 
know of any study in the military that has listed those items which 
could be expeditiously used in air-cargo work ¢ 

Mr, Renrzev. I don’t know of it. I know that General Tunner 
made a great many studies in Europe and converted a lot of his move- 
ment to air, and I know there is a movement generally to eliminate 
depots in Europe and other exposed places because, obviously, the 
more concentration you have, the more beautiful atomic target you 
are developing. So I think that the zone of interior has to be ulti- 
mately our only warehouse, and this should require the airlift we are 
talking about. 

But as far as I know, there are no concrete plans to put any such 
program into effect, at least immediately, because they have no air- 
craft todo it with. This gets back tothe same problem. I wanted to 
say this, and this I think is an important factor. If we were able to 
carry 10 percent of the national transportation requirements domes- 
tically in the United States by air, it would require approximately 
8,000 of the turboprops that you and I wish had been built. 

Senator Monroney. Is that 10 percent of the total civilian and 
military movement? 

Mr. Rentrzev. The civilian and military movement. 

Senator Monroney. Is only 10 percent of the freight moved by air 
and at a cost comparable to a ton-mile cost in trucks ? 

Mr. Renrzev. Yes. 

Senator Monroney. With new equipment that would be an easily 
achievable goal, would it not? 

Mr. Rentzeu. Yes, sir; it would. 

Senator Monroney. It is like the question of which comes first, the 
hen or the egg; you can’t develop airfreight because you don’t have 
a logistical plane. 

Mr. Renrzex. That is right. 

Senator Monronry. And you can’t buy a logistical plane because 
there is no cargo waiting there for you to pick up? 

Mr. Renrzex. That is correct. 

Senator Monroney. So only the military 

Mr. Renrzev. If we had waited in the passenger field, Mr. Chair- 
man, for an adequate passenger airplane, we would never have gotten 
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it, because we didn’t get an adequate passenger airplane until after 
World War II, and that was largely a military development, the 
DC-6 and the Constellation, as a result of which the air-passenger 
business became an economic operating unit, but then that was 6 years 
after the war. 

Senator Monroney. Until the DC-—6, all other planes were developed 
on military developmental costs; am I correct? 

Mr. Rentzex. That is correct. 

Senator Monronry. We are in a new era, yet the military, aside 
from the C-133, have not developed a plane with useful life and pro- 
ductivity, employment opportunities which would build and sustain 
our aviation industry if the tension should go off of the emphasis on 
strategic- and fighter-type aircraft. 

Mr. Renrzev. If we reach a nuclear stalemate we may find the only 
kind of war we have to fight is a brush-fire type of war, and we don’t 
have the capability to do so because we don’t have the air logistical 
capability to fight one. 

Senator Monroney. By failing to recognize the need for logistical 
airlift our great air factories are being put in jeopardy. 

Mr. Rentrzet. That is right. 

Senator Monroney. If you do not have a nuclear airlift, would you 
not have the production which is required of Boeing, Douglas, and 
others to keep them in business ? 

Mr. Renvrzev. Yes, the only big potential for them now is the air- 
freight industry, as far as the manufacturers are concerned, now 
that the big burst for jet aircraft is out of the way. 

Senator Monroney. It is impossible to develop them; for example, 
with the 132 you have perfect motors, but no airframe on which to 
put them. 

Mr. Renvrzeu. It takes the combined effort of the people who ought 
to be interested. 

Senator Monroney. Senator Bricker, do you have any further 
questions ¢ 

Senator Bricker. No, sir. 

Senator Monroney. Senator Bible? 

Senator Brete. I understand every bit of this except the solution 
to the problem. I certainly realize, Mr. Rentzel, that you have a prob- 
lem. I am sorry I didn’t hear your full statement. 

I think I remember your testimony of a year or a year and a half 
ago before the committee on permanent certification. If you were 
to receive permanent certification, I take it that would be of much 
assistance to the air cargo industry ? 

Mr. Rentrzev. At the time we asked for it, Senator, that was a very 
desirable and necessary thing. 

Senator Bieter. I thought you made a good case for it. 

Mr. Rentzev. The result was we suggested we were willing to go 
along without any subsidy benefits, and at that time it didn’t seem 
we needed one. We didn’t want one. We never asked for a subsidy. 
The whole aviation industry suffered a serious setback, as did the 
transport industry generally, in 1957 due to costs, lowered volume, 
other factors. We suffered in addition to that because of the MATS 
policy of flying everything itself without any reference to the welfare 
of the commercial carriers, and as a result we got it from both angles. 
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We also had one other bad factor that developed in that the Air 
Force went through a very severe cutback in its procurement program 
for engine overhauls which we had been using as a means of subsi- 
dizing t this airfreight development, So all of the things hit us at one 
time, and made it impossible for us to sustain the kind of losses which 
we had been overcoming with other work. 

So our position changed radically. So whereas we were perfectly 
willing to try to get a permanent certificate without a subsidy, and 
be prohibited from getting a subsidy because we felt that was maybe 
the only way we could get a permanent certificate, that situation has 
changed to the point where it wouldn’t do us much good. It would 
help. It would be nice if we had a permanent certificate. That 
would give us some continuity which is another thing that the air 
freight industry has never had. 

Senator Brats. This posture would help you in financing, in facing 
these losses. 

Mr. Renrzev. It definitely would if we had a permanent certificate, 
and we could finance on a longer-term basis, but on a temporary 5-year 
certificate everything you do has to be done on a short-term basis. 

Senator Bree. Exactly. 

Mr. Renrzev. We bought aircraft at a premium in 1956 on a 4-year 
payout, and it has been a terrific drain on us. Really, I think what I 
have suggested here—of course, this hearing relates primarily to the 
MATS military transportation policy. 

I think that the primary thing that is needed without regard to 
Slick is a definite stable military use of commercial carriers on ar 
annual basis comparable to the same policy which is followed by the 
Navy and the Army with regard to other forms of transportation. 

Senator Brsir. I understand. Yesterday I understood Mr. Pres- 
cott, of Flying Tiger, to testify that in the defense appropriation bill, 
which was passed “last year, there was strong language in the confer- 
ence report indicating that something in the. neighborhood of 40 per- 
cent of the passenger ‘load and 20 percent of the cargo load should go 
to the commercial carriers. 

Mr. Renrzew. Yes, sir. 

Senator Brste. I also understood his testimony to be that they paid 
no attention to that particular directive. 

Mr. Renrzev. That is correct. 

Senator Brete. That being true, where do we go from there? I 
assume that is true. 

Mr. Renrzev. That is true. 

Well, my statement here covers that. 

Senator Bretx. I am sorry I was not here at the beginning. 

Mr. Renrzev. I only want to point out that the statement corrobo- 

rates they have not adhered to that, and they have stated before the 
Holifield committee they have no intention of doing so unless they 
were directed to by legislation. I think the only thing left open to the 
Congress, if they see this to be the case, is to again put into appropria- 
tion language, not just the language, but in the bill, itself, a directive 
to limit the amount of money they are to spend on their own transpor- 
tation system in such a way that a certain amount of it will go to the 
commercial carriers to do these things which I have suggested here in 
my testimony. 
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That does not solve Slick’s problems alone, Senator. I don’t want 
to give you that impression. 

Senator Bree. | understand. 

Mr. Renrzevt. We have other problems concurrent with this. 

Senator Brie. I am talking about the air-cargo industry at large. 

Mr. Rentzev. I am talking about the air-cargo industry as a whole, 
but, more than that, I am talking about all of the carriers. You have 
today a MATS sy stem which is four times as big as any other carrier, 
and carries a good many more passengers than Pan American, TWA, 
and Northwest put together. 

Now, if you had that same situation in a railroad which was hauling 
Army people around the country there would be quite a hue and ery 
about it. The railroads have no competitive system; neither does the 
Navy. They attempt to work with the system and develop commercial 
operations to the maximum and have that available for national de- 
fense when needed. They recognize it can be done cheaper that way. 

All T am appealing for is for the Department of Defense to do the 
same thing in the air field which they have never done. 

Senator Biste. One of the w ays you might be required to compel 
that is by legislative enactment; is that a correct statement ? 

Mr. Renrzer. That is the only way the Air Force is going to do it. 
I am convinced of that. They have said so. The only way they are 
going to make any effort in this area to help the commercial carriers, 
and to work out a sensible program to make this CRAF program work, 
as well as what we should expect in the United States, a policy of not 
competing with private enterprise, is for a direct piece of legislation 
or some language in the appropriation bill, itself, which will require 
them to do it. 

Senator Brste. I understand that position. On page 14 you indi- 
cate that the industry should receive more of the cargo and passenger 
load that is now going to MATS. 

Mr. Renrzeu. Yes, sir. 

Senator Biste. You say, among other things, that to accomplish this 
goal an industry committee of civil carriers should be established 
immediately to work with the Department of Defense to make such 
changes in the common-carrier schedule of routings, equipment, serv- 
ices, as would better serve the military. 

Mr. Renvrzeu. I think that could be done, but I know of no confer- 
ence that has ever taken place in the last 8 years at which the military 
sat down with the airlines and discussed their logistics and passenger 
movements. They have always done this unilaterally. They have 
said this is a matter of national defense policy, they have established 
their own quotas, and what they have not been able to do themselves 
they asked the industry to do. 

Senator Brste. Let me ask this last question: If the industry were 
asked to do as you propose, and in line with the language in the De- 
fense Appropriation Act with respect to a conference, do you believe 
as a result of that conference there would be some amelioration on the 
Defense attitude ? 

Mr. Renrzev. Yes; I think so. 

Senator Brste. Has the industry attempted to sit down and talk 
in a roundtable conference ? 








106 STUDY OF MILITARY AIR TRANSPORT SERVICE 


Mr. Rentzev. We have urged such a conference for years; some 
of us. 

Senator Bratz. What has been the result ? 

Mr. Renrzet. We have had no such conference. The only confer- 
ence we had with the Air Force was the day we did discuss this mat- 
ter in general terms with Secretary Douglas, of the Air Force, and 
that was the day he told us they weren’t going to build the C-132. 
That was one of the prime sources of discussion. 

I believe the military have developed the position that this is a 
matter of military strategy and overall military requirements which 
cannot be discussed with anybody. I don’t believe that tobetrue. I 
believe what the military should do, and if I were in the military 
what I would do, is to sit down with the people who furnish the air 
transportation and try to work out a program to meet my require- 
ments with their help and find out what I could do to help them 
help me. 

enator Brete. I understand attempts have been made to do that 
very thing, but to date they have not transpired, have they ? 

Mr. Rentzet. Yes; we have talked with the military on occasion. 
Mr. Tipton, of the Air Transport Association, has discussed this with 
them, and I am sure he can answer your question better than I can. 
He follows me on the stand. 

Senator Bratz. Thank you. 

Mr. Renrzev. I think if I may add the thing that troubles me is 
we are going backward on this question rather than making a direct 
move to implement what I think is needed in the air-logistics system. 

Senator Brete. The figures on cargo and lift by the military were 
149,531 tons of cargo to approximately 10 percent of the commercial 
lift. If the military would enlarge their categories and recalculate 
the differential between oceanborne freight in certain categories—the 
things that would be more subject to airlift—you could still keep 
plenty of flying experience available for MATS and still make avail- 
able far more cargo for the commercial lines, could you not? 

Mr. Renvze. Yes, sir. 

Senator Monroney. In other words, isn’t part of this problem the 
restricted horse-and-buggy attitude of people in the military over 
what they can carry by air? 

Mr. Rentzev. That is quite true. But here is another factor: The 
Army would like to do a great—I don’t want to commit them or quote 
them—but the Army would like to do a lot more airlifting than it 
does. It says it cannot do it because the Air Force tells us they don’t 
have the lift available. 

Tn this particular situation, the Army had a request for $7 million 
of additional airlift, which was eliminated by the admission in its 
usual necessity in trying to trim the budget. The Army feels very 
strongly that this amount of airlift is required, and that this may be 
very detrimental to them. It was so stated in the House Appropria- 
tions Committee. But this is another indication when the services 
would like to use airlift to a greater extent they run into the situation 
that airlift isn’t available. Therefore, they have to retailor their 
methods to a slower means of transportation and build up stockpiles 
to offset the lack of air transportation. 

Senator Monroney. Do we not have a long pipeline and unusable 
stockpiles because of the slowness of oceanborne transportation ? 
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Mr. Renrzev. Exactly. 

Senator Monroney. In other words, we talk about airlift as being 
the total added cost. I have seen the military prepare heavily crated 
material for transport by oceanborne freight. Believe me, the crating 
itself, the packaging, must run into tremendous amounts, plus haulage 
to the doc ks, onloading and offloading, and shipment on foreign rails 
to depose across one or two countries. Has anyone ever done a study 
what increased percentage would occur with first-class freight by 
air than it would be by rail, sea, and rail again ? 

Mr. Rentzex. Yes, sir; there have been some studies, I don’t know 
how up to date they are. Harvard ran a study for the Air Force in 
1950. The RAND Corp. ran one for the Air Force completed around 
1952, the result of which I might add was the reason that they started 
out to build the C-1: 32, which was later abandoned at a substantial 
cost. 

There is a recent Air Materiel Command study on this for the Air 
Force relating to the movement of high value parts, as they call it, 
and I think that would be useful to the committee in considering the 
question of the lift by air as related to other forms of transportation. 

I think it can be estimated that 35 percent of all movements of mili- 
tary goods is crating, packing. 

Senator Brete. Is what? 

Mr. Rentzev. Packing and crating. 

Senator Brste. An airlift requires very little packing and crating, 
doesn’t it ? 

Mr. Renvrzex. Yes. 

Senator Bree. Is that 35 percent of the cost of movement ? 

Mr. Renrzex. Thirty-five percent of the total weight of military 
goods in movement by surface is packing and crating. 

Senator Brere. You have that much dunnage. If you are talking 
about increasing the volume of cargo, MATS has a gold mine of work 
that they can do for their tr aining | flights, particul: ily if they obtain 
modern logistical planes that at no great additional cost would be able 
to supply their requirements for tra aining and also open up vast new 
fields for commercial airlift operations. 

Mr. Rentzex. That is right. 

Senator Bratz. The committee will obtain those figures for study. 
I think it is very important whether the military is looking on air 
freight as usable only in terms of carrying diamonds, or whether 
they can carry a little less high priority freight to their advantage as 
well. 

Mr. Rentzev. I think you you will find the Army is extremely 
interested in using airlift. Their problem has always been that they 
have been told they couldn’t have it; it wasn’t available. My concern 
is that nobody is trying to do anything about it. 

Now, I would like to say this in closing, Mr. Chairman: As far as 

Slick itself, and its reentry into the commercial airfreight business, 
our people are prepared to put substantial additional money into this 
venture. We are not giving up on it. We just feel like we have got 
to have an atmosphere in which we can have some hope of ever coming 
out of it alive. ‘The losses we have had over the years—12 years con- 
sistently, almost—the losses haven’t discouraged our stockholders. 
It is simply that we have reached a point of frustration. We don’t 
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feel that the CAB, or anybody else, particularly cares that the experi- 
ment continue. 

If we had encouragement in the form of development of a logistics 
airplane, which would give us hope in terms of making this a com- 
mercially feasible project, we would go back into business. 

Senator Brsie. May I interrupt to ask a question at that point, Mr. 
Chairman ¢ 

Senator Monronry. Yes, please. 

Senator Brste. Would not that be in the nature of a prototype for 
the air cargo industry, similar to the necessity that was apparent in 
the feeder line industry ? 

Mr. Rentzev. Exactly. 

Senator Bret. Is that a comparable problem ? 

Mr. Renrzev. Exactly. The effort that the Board put into trying 
to help the feeder lines in the form of this 90-percent guaranty, and 
their personal interest in talking to manufacturers and trying to get 
an airplane for the local carriers, was to get them off subsidy. The 
fact that we have never had subsidy means that nobody particularly 
has to pay any attention to the air ‘freight industry because they are 
not costing anybody anything. 

Senator Biste. Are you suggesting who might come up with this 
prototype ? 

Mr. Renrzex. I think the military and ourselves—I speak now 
of the air freight industry—and those carriers interested in the move- 
ment of air freight. 

Senator Bratz. Are you indicating some type of joint effort ? 

Mr. Rentzev. Yes. Now, this thing i is not as far away as it might 
appear. Douglas and Lockheed are both very much inter ested in 
building such an airplane. They are both concerned about what they 
are going to do when the passenger market for jets dries up, and the 
first purchases may be followed by a substantial lag in production 
because of the expense of these aircr aft, and the expense of introducing 
them. This is going to be a very expensive airplane to put into 
service. So I would say that a concerted effort and a real interest. by 
the CAB, the airlines themselves, and the military, might produce 
such a prototype much quicker than we think. 

Now, I am also saying if we had a temporary subsidy we would go 
back into business and attempt to modernize our fleet by getting 
rid—we have already done that, anyway; we are trying to get rid 
of all of the aircraft we have. And I think the other freight carriers 
are in much the same position. 

I am saying two things: I think primarily we need some considera- 
tion if the industry is to survive, and, secondly, I think regardless of 
the industry the MATS program has to be revised in order to give 
some encouragement to an overall air logistics operation. 

Senator Monroney. Are there any further questions ? 

Thank you very much, Mr. Rentzel, for your helpful testimony. 

Mr. RENTZEL. Thank : ou, Mr. Chairman. 

Senator Monroney. Our next witness is Mr. Stuart Tipton, of the 
Air Transport Association. 

Mr. Tipton, we appreciate your coming before us, and we have al- 

rays found your testimony helpful, indeed. 

Mr. Tipron. Thank you, Mr. Chairman. 
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Senator Monronry. Mr. Staley has a rather short statement. I 
overlooked him. I wonder if you would stand aside? 

Mr. Tipton. I would be very glad to stand aside for Mr. Staley. 

Senator Monroney. We are happy to have you with us today, Mr. 
Staley. 

Doy you have a prepared statement ? 

Mr. Sratey. Yes, sir; not very long. 


STATEMENT OF JOHN R. STALEY, CHAMBER OF COMMERCE OF 
THE UNITED STATES 


Mr. Statey. My nameis John R. Staley. Iam vice president of the 
Quaker Oats Co. I appear today on behalf of the Chamber of Com- 
merce of the United States, whose membership includes more than 
3,300 local and State chambers of commerce, and trade and profes- 
sional associations. I am a member of the chamber’s transportation 
and communication committee. 

In passing, I might say I was assistant director of the second so- 

‘alled Hoover Commission Task Force on Transportation, and that 
organization made quite a bit of study of this MATS operation, and 
I have here with me today Mr. Sullivan, the assistant manager of 
the transportation department of the chamber of commerce. 

The national chamber believes that in the national interest commer- 
cial carriers should be given a much more active role in the day-to-day 
airlift responsibilities of our Armed Forces. Such a policy not only 
would strengthen the commercial airlines, but would produce a more 
effective mobilization-day airlift potential for the military forces. 

It is of the greatest importance to have immediately av: ailable air- 
lift which can transport, equip, and supply our military forces any- 
where in the world on a few hours’ notice. The Military Air Trans- 
port Service was never meant to be capable of doing this whole job. 
It was for this reason that the Civil Reserve Air Fleet was created. 

Under the Civil Reserve Air Fleet plan, the carriers cooperate with 
the Government agencies by designating specific commercial aircraft 
as part of the Reserve fleet, ‘subject to call of the Secretary of Defense 
within 48 hours. These aircraft are then modified so as to provide 
the flexibility required by the Department of Defense. Every plane 
assigned to the CRAF program should eliminate the need for a similar 
military aircraft. The CRAF fleet operates without expense to the 
taxpayer and in the event of emergency becomes part of the MATS 
operation, complete with a highly skilled crew. 

The ability of our commercial carriers to shoulder such a sub- 
stantial responsibility for military airlift requirements has never been 
higher. The acquisition of new jet transports, scheduled for 1958 
through 1960, will provide a fourfold increase in their airlift 
‘apability. 

It is an economic inconsistency that we operate, at the taxpayers’ 
expense, a worldwide military air transportation system alongside of, 
and in direct competition with our commercial carriers. To the 
maximum extent possible mobilization-day requirements should be met 
through a strengthening of our commercial fleet in peacetime. 

This means routing military traffic via the commercial carriers in 
preference to the MATS aircraft in their day-to-day operation. By 
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so doing, the commercial carriers will be encouraged to expand their 
air fleets and thus provide additional airlift. Such a strengthening 
of the commercial fleet, coupled with the cooperative Civil Reserve 
Air Fleet plan, will provide needed airlift for an emergency. 

Last year, through action taken by conferees on the Defense De- 
partment appropriation bill for 1958, Congress directed the Depart- 
ment of Defense to reprogram its transportation funds so as to double 
its use of commercial airlines for international military traflic. The 
directive called upon MATS to use commercial carriers for 40 percent 
of its international passenger traffic and 20 percent of its international 
cargo requirements. It also called upon the Department to report 
back by the first of January 1958, on the progress it had made in this 
matter. 

At the beginning of the current hearings before this subcommittee, 
about the middle of last month, Assistant Secretary of the Air Force 


Dudley C. Sharp said: 


The latest available information shows that for February 1958, the procure- 
ment of commercial airlift to meet those Department of Defense requirements 
which were placed against MATS will be used to move approximately 37.9 per- 
cent of the passenger and 9.3 percent of the cargo requirement. 

He deduced from these figures that the Department, for all practical 
purposes, had met the objective of the directive in the passenger re- 
quirements area but admitted that it would probably fall well short 
of the target in the cargo requirements area. 

He then said: 


We are frank to state that little or no real programing has taken place within 
the funds allocated directly for operation and maintenance or for personnel 
of the Military Air Transport Service. Our basis for this decision, simply 
stated, was our conviction that our defense posture would have been unacceptably 
impaired, if MATS’ readiness to carry out strategic deployments and other 
activities in support of approved war plans had been in any way reduced in 
the period in question. 

In other words, this means that the Department of Defense now has 
no intention of complying with the spirit of this directive of Congress. 

The figures cited by the Assistant Secretary might indicate that an 
effort has been made to comply in the passenger field, yet his further 
statement relating to the reprograming of funds indicates that little 
or no progress toward greater dependence by MATS on the commer- 
cial airlines has been achieved. Moreover, spokesmen for the air in- 
dustry say that there has been no noticeable increase in traflic offered 
them since the directive was issued. In fact, they report a decrease. 

However, using the Defense Department’s figures, noncompliance 
with the directive will cost our civil international air carriers $18 mil- 
lion in revenue this fiscal year. This is revenue they could well use 
in strengthening their equipment modernization program—a program 
that should be of prime interest to the Department of Defense. 

This $18 million figure was arrived at by applying revised percent- 
ages of use of commercial air carriers, cited by Assistant Secretary of 
the Air Force Sharp in testimony before your subcommittee on May 
19, to amounts paid to such carriers during the first half of 1958 as 
shown in testimony before the Appropriations Committee of the 
House. 

In this connection, I would like to read a few paragraphs from a 
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F. L. McIlhargey, manager of the Greater Anchorage, Alaska, Cham- 
ber of Commerce, as an example of the effect of MATS competition 
on commercial airlines in his area. Mr. Mcllhargey says: 


The following information, furnished by members of this chamber’s aviation 
committee, is forwarded to your attention in an effort to further support the 
United States Chamber’s efforts relative to Military Air Transport Service. 
Unfortunately, we are unable to furnish accurate statistics. Due to our in- 
ability to obtain statistics on MATS we have had to content ourselves with 
estimates. 

MATS’ States-Alaska run—McChord Field, Seattle, to Elmendorf Air Force 
Base, Alaska: Based on reliable information, it is safely concluded that MATS 
weekly schedules are transporting more passengers between Seattle and Anchor- 
age than any single commercial airline now servicing this run. Operating 
scheduled DC—6 service, MATS averages 24 flights per month between McChord 
Field and Elmendorf, carrying capacity, or near capacity, loads in both direc- 
tions, Our estimate of total passengers carried on a monthly basis is 3,000, rep- 
resenting a total revenue loss of nearly $3 million to private carriers. Re- 
portedly, these MATS flights not only carry military personnel and their fami- 
lies, but civil-service employees of the military who are eligible for such passage 
on a space-available basis. The irony of the situation is that the commercial 
carriers servicing the Seattle-Alaska traffic are equipped and capable of han- 
dling such military requirements. Additionally, we point out that this loss 
of revenue would offset current subsidies paid these airlines. 

The MATS Seattle to Anchorage run is only one phase of the military and 
Government competition in the Alaska air transport picture. Intra-Alaska 
air transport operations by the Alaska Air Command, Air National Guard, Civil 
Aeronautics Administration, Fish and Wildlife Service, etc., continually deprive 
commercial carriers of needed revenue producing cargo and passenger traffic. 
As with the MATS States-Alaska run, intra-Alaska cargo and passenger traffic 
by these branches of the Government duplicate existing commercial runs. In 
most cases passenger loads are not confined to military personnel. Several 
civilian employees and civilian workers employed by Government subcontractors 
such as Bendix and General Electric are eligible and permitted to travel via 
military aircraft on a space available basis. 

Again, as is the case in States-Alaska traffic, commercial carriers serve the 
intra-Alaska market and are equipped and capable of handling practically all 
of the military and other Government passenger and cargo requirements. The 
ability of commercial carriers to perform the most difficult freight lift operations 
for the military has been visibly demonstrated many times, most recent instances 
being during early construction stages of the DEW line and White Alice instal- 
lations. Commercial carriers were employed to perform cargo missions to 
remote Alaska locations where, in many instances, landing facilities were incom- 
plete and hazardous. It is interesting to note that with completion, or near 
completion, of the facilities, when subsequent passenger-cargo transport became 
relatively routine matter, these services began to be handled largely by the 
Air Force. 

With the exception of certain instances where outside cargo required special- 
ized Air Force equipment, there is in existence commercial capability for per- 
forming all passenger-cargo service to these sites. 


While engaging in this kind of activity, the Department of Defense 
seeks to justify its noncompliance with the specific goals set up by 
the Congress for the use of civil air carriers on the ground that the 
directive used the phrase “as nearly as possible” in reference to them. 
In defense of this course of action, the Department states that it 
would be poor management and wasteful of the taxpayer’s dollar not 
to put to useful and necessary work the military airlift generated as 
the result of peacetime readiness training. , 

The course followed by the Defense Department would require that 
the Congress, and the taxpayer, take at face value any target set for 
MATS by the Joint Chiefs of Staff, with no information as to what 
the target is or on what it is based. This calls also for acceptance of 
the theory that money is saved and our defense posture made more 
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secure by using MATS to its fullest capabilities before turning any 
traffic over to its partners, the civil airlines. 

We do not know what capability has been assigned to MATS by 
the Joints Chiefs of Staff. But we are convinced that greater use of 
commercial airlines for peacetime military traffic will place those 
airlines in a better position to step into the breach when they are 
needed in an emergency. We also feel that this viewpoint is not 
receiving proper consideration from the Department of Defense, and 
that this situation requires some direction by Congress. 

A careful definition of what the true mission of MATS should be is 
needed. We believe that the mission of MATS, as far as competition 
with commercial carriers is concerned, should be to specialize on the 
transportation of outsize cargo and transportation to plac es not 
normally served by American-flag commercial carriers. Commercial 
carriers otherwise should be used wherever readily available. 

In this connection, we call your attention to the diametrically op- 
posite policies being followed by the Department of Defense in regard 
to the use of commercial carriers in domestic air service, on the one 
hand, and international air service, on the other. 

A directive applying to transportation within the United States, 
states : 

* * * the economic resources of the Department of Defense inherent in its 
large procurement of commercial transportation will not be employed in such a 
manner as will adversely affect the economic well-being of the commercial trans- 
portation industry. 

* * * commercial transportation service will be employed for the movement of 
personnel or things when such service is available or readily obtainable and 
satisfactorily capable of meeting military requirements. 

A directive applying to transportation outside of the United States 
states : 

* * * the employment of commercial transportation to, from, between, and 
within areas outside the United States, shall not take precedence over the effi- 
cient and economical utilization of the military-owned transportation resources 
of Military Sea Transport Service and Military Air Transport Service which have 
been approved by the Secretary of Defense as essential to national security. 

In view of the present attitude of MATS and directives of the De- 
partment of Defense favoring the use of Government facilities in pref- 
erence to commercial facilities for international transportation, we 
urge that Congress require the Department of Defense to adopt an 
air transport policy for international traffic which is consistent with 
that now applying to domestic traffic. 

Senator Monroney. Thank you very much, Mr. Staley. 1 appre- 
ciate your testimony and the experience that you have had with the 
Hoover Commission on Transportation. Do you feel that by such a 
policy as you have recommended and reiterated here, that we could 
save many millions of dollars in the costs now being spent to duplicate 
facilities; Some of these facilities are subsidized and others, if profit- 
able, would be paying in large sums in income tax from their opera- 
tions? 

Mr. Sratey. There is an abundance of evidence to the effect that 
commercial transportation can be conducted at less overall expense 
than if operated by the military ser vice. Also, we think that if invest- 
ments are to be made instead of using taxpay ers’ dollars, let private 
enterprise get in and invest that money and let them "make some 








STUDY OF MILITARY AIR TRANSPORT SERVICE 113° 


return on their investment and pay you some taxes to get a double 
cut at the pig. 

Senator Monroney. The testimony has shown thus far that, even 
ignoring much of the cost of the overhead, the private industry has 
been able to supply both passenger and cargo service at a lesser 

‘ate than is the military able to do under the MATS S system. 

Mr. Sratey. Yes, sir. 

Senator Monroney. By failing to utilize this information, we have 
not only cut out the opportunities for taxpaying corporations to 
develop a complete new industry in airfreight expansion, but we have 
also built up the cost for maintaining this worldwide air service to 
over $700 million. The latter duplicates, almost in its entirety and in 
its PRN the existing airline systems. Do you agree with that? 

Mr. Sratey. Yes, I do. The single exception is where the Govern- 
ment oper: ates service to out of the way places, where there is no com- 
mercial service and there are some special pieces of equipment for 
heavy duty stuff, that is ordinarily not found in commercial service. 

Senator Monroney. Our quarrel is that they have no modern special 
duty equipment that can do this work, except ‘the 133. Yet, they have 
duplicated, and are continuing to duplicate in new purchases, the 
passenger-carrying capacity that 1s available in large amounts and 
will soon be available in great surplus, when you double the seating 
capacity of our airlines with the addition of the 707 Boeing and the 
DC-8. 

Mr. Srauey. Mr. Chairman, the record shows that this MATS has 
grown every year. I have been looking at figures from 1950 or 1951, 
on up, and every year they have had an increase in the number of 
planes they operate and in the volume of business they do, and yet 
4 years ago the Hoover Commission—and I am not testifying on their 
behalf, but I cited as an example, strongly recommended to Congress 
that they confine their activities to the minimum and develop commer- 
cial air transportation, instead of military air transportation for the 
movement of cargo and passengers. That has been ignored. 

Senator Monroney. Senator Bricker. 

Senator Bricker. No further questions, except to thank Mr. Staley. 

Senator Monronry. Senator Bible. 

Senator Bree. No questions, except to commend Mr. Staley on his 
very een statement. 

Mr. Sraney. W ell, I want to thank you for appearing before you 
and presenting the views of the chamber. 

Senator Monronry. We are very happy to have the benefit of your 
past experience on this very important question. We appreciate your 
giving us that statement. 

Our next witness is Mr. Stuart Tipton, of the Air Transport 
Association. 

We are happy to have you back again, this time in another capacity. 
Tam happy to announce to this group that the President’s message 
has been received advocating a single aviation agency. 


STATEMENT OF STUART G. TIPTON, PRESIDENT OF THE AIR 
TRANSPORT ASSOCIATION OF AMERICA 


Mr. Tieton. We are delighted to hear that, Mr. Chairman. I think 
that we are doubly pleased to hear it in view of the fact that this 
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committee has already made so much progress in carrying out the 
President’s message before it was received. 

Mr. Chairman, for the record, my name is Stuart G. Tipton. I am 
president of the Air Transport Association, which represents vir- 
tually all of the scheduled airlines operating under the American 
flag. 

I would like to introduce at this time, on my right, Mr. Robert 
Turner, the vice president of traffic of the Air Transport Association ; 
on my left, Mr. Stanley Gewirtz, the vice president and assistant to 
the president of the association. Both of these men have worked on 
the problem of the Military Air Transport Service and were par- 
ticularly well fitted to do so in view of the fact that they both served 
in various capacities in the Air Transport Command during World 
Warll. 

Senator Bricker. Mr. Tipton, I must return to the office, but I am 
appreciative of your appearance here and I shall study your statement. 

Mr. Treron. Thank you, Senator. We appreciate the action of the 
Interstate and Foreign Commerce Committee of the Senate in setting 
up this special subcommittee to examine the Military Air Transport 
Service in its relationship to the civil airlines. The responsibility of 
this committee is to determine issues of national policy relating to the 
commerce of the United States. It has a long record of effectiveness 
in doing so. The question of policy that we put to you at this session 
is whether the United States Government should compete with private 
enterprise in the air transportation business. 

If your answer is “No,” the Military Air Transport Service and 
other similar Government air transport services must change their 
ways. If your answer is “Yes,” these Government services can remain 
unchanged, but the basic tenets upon which the American system is 
based will have to be reexamined. I present a simple issue, but there 
will be many who say that it is far more complicated than that. And 
there will follow reams and reams of justification for Government 
competition with private enterprise in this particular instance. It 
will be said that the Government should not compete with the rail- 
roads or with the pipelines or the grocery stores or the paint manu- 
facturers, but it must compete with the airlines. 

But the issue is that simple, and the complications that have sur- 
rounded it constitute not just one red herring but thousands of red 
herrings. I have had the privilege for a long time of arguing issues of 
national policy before congressional committees and Government agen- 
cies. I would have thought that out of all of these issues previously 
discussed the easiest one to prevail would be one which involved 
government competition with private enterprise. I was wrong. Not- 
withstanding constant argument over many years, this competition 
by the Military Air Transport Service and other Government air 
transport services has increased, and is increasing. Congressional 
committees and Government agencies have denounced such competi- 
tion, but the competition has expanded. 

At this point I would like to address myself to a question put by 
Senator Bible to Mr. Rentzel. He inquired as to the etxent to which 
we have met with the Air Force and discussed this question. We 
have met with the Air Force and discussed this question many, many 
times, and the results have been negative, and the reason for that is 
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because the attitude of the Air Force is negative. It is quite im- 
possible to accomplish Air Force purposes and still permit the utiliza- 
tion of commercial carriers for a large part of the traffic now moving 
on MATS. The word “impossible” just rings through the meetings. 

Now, we deal a great deal with the Air Force. The contrast in atti- 
tude is amazing, because almost anything is possible for the Air Force. 
They can fire a rocket at the moon, if that is suggested, that can be 
done, it just takes a little time. They can take off an airplane that is 
sitting on its tail, and it will climb vertically, that is possible, that 
is done, but to accomplish this, it is quite impossible. If they had 
adopted the same attitude with all of their problems that they have 
dealt with with this one, they would still be using wood and fabric 
airplanes and the Air Force officers would still be wearing riding 
boots. 

Now, that is our problem we have met, but solution is impossible. 

Senator Brsxe. May I interject at this point, Mr. Chairman? My 
question was prompted by a statement of Mr. Rentzel to the effect that 
one of the solutions of this problem was to form an industry committee 
to work with the Department of Defense. That is why I asked the 
question. I am aware of your excellent organization headed by the 
fine staffs that you had. I assumed you had probably been doing that 
and meeting with them. 

Mr. Teron. The question was an excellent one, Senator Bible, and 
the basic reason why those meetings and discussions have not suc- 
ceeded is the assumption at the outset that the utilization of com- 
mercial carriers was impossible. 

Senator Biste. I appreciate that. 

Mr. Tipron. And that is our problem. 

Senator Brete. Thank you. 

Mr. Tirrron. With further comment on Mr. Rentzel’s suggestion, I 
think his suggestion is a good one. If the meetings, however, between 
the industry and the Air ‘Force are again characterized by an attitude 
of impossibility, then that won’t w ork either. 

Senator Breie. I recognize that point. How many meetings have 
you had and, roughly, over how many years? 

Mr. Tirron. Over at least in 

Senator Brsie. On this problem. 

Mr. Tipron. On this problem, and this is a guess, two dozen. 

Senator Birnie. Twenty-four meetings. How many years do they 
cover ? 

Mr. Treron. Two years, possibly three. Time passes so fast I some- 
times 

Senator Bisie. You have met several times each year with them on 
this specific problem ? 

Mr. Treron. That is right. 

In a moment I am going to talk in detail about the extent to which 
MATS constitutes a Government-owned scheduled airline, operated 
and financed by our Government to the detriment of privately owned 
scheduled carriers. Before I do, 1 want to mention one preliminary 
point. I have been rocked back on my heels once or twice by a comment 
from the Defense Department that it has no obligation to keep the 
airlines in business. The implications of that statement are interest- 
ing. In the first place, no one has asserted that the Department has that 
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obligation. We have asserted that the Defense Department, and the 
other agencies of the Government, have an obligation to stay out of 
the airlines’ way—to refrain from impairing the ability of the airlines 
to carry out the responsibility that this same Government has given 
them. 

In the second place, the statement implies that since this is Govern- 
ment traffic that is moving on our Government competitors, the Gov- 
ernment has no obligation to move it by private enterprise. Think 
how far that principle can be carried. The Government needs air- 
planes, so they shall be made by the Government. The Government 
needs to move men and equipment by surface, so it must own and 
operate its own railroad system. 

I had thought, and I still think, that the policy upon which this 
‘Government is based is one which says that Government relies to the 
maximum possible extent upon private industry to meet its needs. 
Applied specifically here, I surely am not ashamed to say that our 
‘Government has the obligation to utilize private carriers to meet its 
transportation requirements. This being the Government’s obligation, 
let us see how the Government is meeting that obligation in the case 
of air transportation, 

The Air Transport Association, on behalf of the scheduled airlines 
of the United States, proposes today to explore with this committee 
the scope of MATS; proof of the competition which MATS provides 
the commercial airlines; proof that MATS operates routes whica 
‘duplicate those certificated to the airline industry; the magnitude of 
diversion represented by the MATS operation; and the impact of 
continued MATS operation on the financial stability of the airlines 
and the national security interests of the United States. 

We have tried to keep our presentation as brief as possible. How - 
ever, as you will note, we have included appendixes which set out, at 
greater length, further data in support of our presentation. 

At this point, Mr. Chairman, may we have permission for those 
appendixes to be included in the record ¢ 

Senator Monroney. They will be included at the end of your testi- 
mony unless you would like them inserted at certain particular places / 

Mr. Trpron. We would like them at the end of our testimony. 

Senator Monroney. Very well. 

Mr. Trpeton. First, what is the Military Air [see chart 1] Transport 
Service? You see before youtwo maps. The world map has been re- 
produced from the quarterly schedule of the Military Air Transport 
Service. This map shows the global scope of the MATS operation. 

The other map [see chart 2] is a reproduction of one appearing on 
paper table napkins supplied to passengers on the Atlantic division 
of the Military Air Transport Service. 

These maps speak for themselves, and as you will see, when we 
overlay on the international map the routes certificated to United 
States scheduled airlines [see chart la], the bulk of MATS traffic 
moves on routes which duplicate the routes certificated to our United 
States-flag airlines. 

In this quarterly schedule, which we submit for the record, you 
will note on page 1 that the general information provided to the 
passengers by MATS suggests an air-transport operation which is 
more commercial than military in nature. The promotional character 
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of the schedule itself is manifested by the MATS trademark and the 
advertisement of service to farflung areas abroad. 

Also I direct attention again to the paper napkin (see chart 2), 
which is part of the passenger service of MATS, which again indi- 

cates the commercial character of the MATS operation. It is not 
really necessary in a purely military operation to provide such elab- 
orate passenger facilities. As you open the achedule you will find 
that MATS is flying name flights which again suggest the commer- 
cial flavor of the operation. 

To Latin America you find the Puerto Rican or the Gallant. 

Alaskan passengers are offered a choice of the Alaskan or the 
Husky. 

Those who travel from the United States across the Atlantic to 
Africa and the Middle East may choose from the Azorian or the 
Desert or the Oasis. 

Travelers to foreign north countries can fly the Pepperell, the 
Icelander, the Northern, the Keflavik, the Arctic, the Tern, or the 
St. Georges. 

Service to the Far East is provided on, among other flights, the 
Fujiyama, the Embassy, and the Meteor. 

MATS’ transatlantic travelers can choose from the Diplomat, the 
Rhine, the Atlantic, the European, the Madrid, the Ambassador, the 
Chateauroux, the Commander, the Englander. 

In March of 1958, MATS’ Atlantic and Northern schedules totaled 
1,306, of which 740 were passenger flights (some combination pas- 
senger, cargo, and air evacuation) and 566 all-cargo flights. These 
included only those flights drawn from official MATS schedules. In 
addition, MATS oper ates a substantial number of irregular or so- 
called training flights that also carry passengers and cargo. 

The MATS operation is one of considerable magnitude. The ton- 
miles of traffic carried by MATS increased from 384 million in fiscal 
1954 to 771 million in fiseal 1957. The service of MATS expanded 
from an operation costing the Government about $481 million in 1954 
to about $721 million in 1958. In 1956, MATS reported 1 overseas 
flight every 23 minutes. 

I would like to ask you to look at the chart on my left (see chart 3), 
which indicates the rate of growth of the United States-flag interna- 
tional airlines, as compared with the ratet of growth of MATS. We 
thank that the United States-flag international airlines have done a 
spectacular job in developing international business. Their growth is 
77 percent above 1953. But the growth of MATS, as you can see, is 
almost double that, 130 percent MATS has grown during this period. 

Now, I think that chart all by itself indicates the reason why com- 
mercial carriers are becoming constantly more concerned about the 
growth of this Government competitor. When you have an instance of 
this kind where your Government competition is growing twice as fast 
as commercial carriers, then the time comes for us, and we believe for 
the Congress, to be concerned. 

Now, I want to make one point about that chart to make it clear. 
The United States flat commercial statistics are in revenue ton-miles. 
The MATS traffic is in tons of traffic. Now, offhand, it looks as if they 
are not comparable. However, for the purpose of this presentation 
they are comparable, because it reflects rate of growth; it isn’t a com- 
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parison of the two operations. The only reason for the difference in 
figures is that we had available the MATS figures on tons of traffic in a 
more reliable way, we thought, than the corresponding revenue ton- 
miles. . 

In fiscal 1955, the 2 largest American-flag carriers, Pan American 
and TWA, operated only 44 million revenue plane-miles across the 
Atlantic. In the same period, the Atlantic Division of MATS flew 
close to 52 million airplane-miles in scheduled transport operations. 
In fiseal 1956, MATS’ Atlantic operation of 62 million plane-miles 
compared to 53 million revenue plane-miles of PAA and TWA 
combined. 

In fiscal year 1956, Pan American and Northwest Airlines flew 
26,800,000 revenue plane-miles in the Pacific, compared to the 40 mil- 
lion airplane-miles flown by the MATS Pacific Division in transport 
operations. 

MATS cargo tonnage has been about twice its passenger tonnage. 
In 1956 MATS flew cargo and mail ton-miles which exceeded the com- 
bined ton mileage flown by the 5 largest United States airlines. 

In March of 1958, MATS was scheduling 12 daily all-cargo flights 
across the Atlantic, clearly increasing its capacity from the previous 
year. 

In short, MATS is the biggest airline in the world. 

Senator Monroney. Would you care to yield right there? They are 
the biggest airline in the world, according to these statistics, but do 
they offer any particular service or airlift capacity aside from their 
153, which is not available today by your established airlines? 

Mr. Tipron. We think not, Mr. Chairman. 

Senator Monroney. In other words, if there is a special mission, they 
have failed to recognize it and have concentrated heavily on the con- 
figuration of normal passenger-type aircraft or light-freight type 
aircraft ? ‘ 

Mr. Treron. I think that your question involves a statement of a 
principle which we think is perfectly sensible, which they have con- 
sistently violated, and that is the air-transport industry of the United 
States has a tremendous capacity both in lift and in air transport 
know-how and people. The Air Force has a job to do, too, and they 
have a lot of people. In order to make your people and machines 
and capacity go the longest way, the principle you should follow 
is to let the civilian industry do what it can do and concentrate, as 
far as the military is concerned, on those things that it can do and we 
can’t. I believe that that is— 

Senator Monroney. That is the purpose of the question. You 
cannot be expected to provide planes for tanks or guns or heavy equip- 
ment that must be ready to go to work at once if landed in a point 
of crisis overseas. This is the normal fighting equipment which the 
military would have to use in a limited war, yet they have ignored 
the transportation requirement completely to all intents and_pur- 
poses and concentrated on duplicating the services already available 
in large amounts from private commercial operators. 

Mr. Tirron. Exactly. The United States has a pool of transport 
capacity and talent and people, and it is in the military and in the 
civil operations. As of right now, a good, big part of that pool is 
being wasted, and the United States is just not that rich. 
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On February 7, 1958, the chairman of your subcommittee circulated 
a questionnaire to the airline industry. Approximately 50 percent 
of the companies to whom the questionnaire was circulated responded. 
Copies of these responses were sent to the Air Transport Association. 

We are able to state certain conclusions on the basis of these re- 
sponses. They are: 

1. MATS has diverted substantial business from the commercial 
airlines. The estimates of this diversion approximate more than $100 
million a year. In this connection, it was stated to the House Com- 
mittee on Government Operations that, when the Department of De- 
fense institutes its industrial-funding program, MA'I'S revenues will 
approximate better than $300 million annually. This is undoubtedly 
an underestimate, but even so it amounts to more than 60 percent of 
the revenues of the entire international and overseas air transport 
system operating under the American flag. 

Senator Monroney. Could you amplify what departments will pay ? 
Will all branches of the military and the Departments of Defense 
pay for their freight that is handled by MATS ? 

Mr. Tieton. As I understand it, that is the case, Mr. Chairman. 
If the Army ships men or material by MATS, they will pay MATS 
at a stated tariff, and if other branches of the Government use MATS 
service, they will pay the stated tariff, of course, resulting in necessary 
transfers of appropriations from one branch to another. 

Senator Monroney. Will the mail pay come from the Post Office 
Department and congressional junkets from out of congressional 
appropriations ¢ 

Mr. Tieton. That is the way I understand it. 

2, The diversion of business by MATS has increased in the last 3 
years, as contrasted with the period 1950-55. . 

* 3. A substantial percentage of the commercial airlines discontinued 
or decreased services due to MATS competition. SEE 

4. Half of the respondent airlines refrained from instituting new 
services or expanding established services as a result of MATS com- 
petition. ‘ 

5. One airline estimated that it had an operating loss of $250,000 in 
January 1958 because of the operations of MATS. 

6. A number of carriers cited specific instances in which MATS 
carried cargo, passengers, or mail diverted from them. 

7. One airline estimated that its net income over a 3-year period was 
reduced by $8 million, due to MATS diversion, resulting in turn in a 
tax loss to the Government of about $4 million. 

8. Substantially all of the responding carriers estimated that MATS 
costs for the transportation of cargo, mail, and passengers were higher 
than civil carriers’ costs. 

In many instances comprehensive answers were not possible because 
of the unavailability of MATS data or because information required 
was within the exclusive control of MATS. 

The difficulties of the airlines in meeting MATS competition are 
compounded by the extraordinary position in which MATS has been 
placed in the Defense Department. In response to the recommenda- 
tion of the Hoover Commission made some years ago, the Defense De- 
partment decided to have a single manager for transportation within 
the Department. This manager was to provide for the Defense De- 
partment the efficiency and economy which the industrial traffic man- 
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ager furnishes for any large corporation—the purchase of transporta- 
tion and the routing of traffic. However, in addition to a single man- 
ager for domestic transportation there is also another single manager 
for international air transportation. That single manager is MATS. 

{It is MATS who determines whether it is more economical and 
efficient to transport air passengers or cargo in the international field 
by MATS or by commercial carrier. A civil airline is indeed in a 
difficult position in attempting to compete for traffic with a competing 
carrier that also controls the routing of the traffic. 

MATS isa military operation and it should not be a common carrier 
by air. 

The anticipated MATS revenues of $300 million for fiscal year 1959 
represent in substantial part revenues which will be diverted from our 
international air carriers. When you add to this the substantial vol- 
ume of domestic MATS service, it is clear that MATS is harmful to 
the further development of the commercial air-transport industry and 
is carrying traffic which can and should be transported by the regu- 
larly scheduled common carriers. 

We do not believe that the operation by MATS of a commercial air- 
line is necessary in the national interest. We believe that air trans- 
portation by Government facilities should be authorized only after 
commercial carriers have been fully utilized, for a number of reasons: 
Government air-transport services are costly; they divert attention 
from the primary mission of MATS—a mission required essentially 
in the event of a national emergency; they undermine the United 
States commercial transportation industry. 

Senator Monroney. Let me ask you if this new revenue charge that 
they are going to lay on those whom they transport would represent 
MATS assessment for the full cost of transportation of freight and 
military personnel? Would the rest of MATS operational cost be 
charged off as training? 

Mr. Trpron. I am not at all familiar with the process that MATS is 
going through, and has gone through, in order to fix their charges. It 
undoubtedly is a very complex job to do, but I don’t know how they 
are going to allocate their costs among their various activities. 

Senator Monronry. The operational cost to MATS, as I understand 
it, is in the neighborhood of $700 million. If they charge $300 million 
for the freight costs, that would leave a subsidy or training cost in 
the neighborhood of $400 million. 

Mr. Tieron. That is right. That big gap we can’t determine. Of 
course, we all recognize that MATS does many things that are not 
involved in commercial type transportation at all. 

Senator Monroney. Their weather service is an example. 

Mr. Treron. Activities in support of other units of the Air Force, 
which are not involved in this commercial activity of theirs. One of 
the things that I will point out in a minute, but it is appropriate 
here, but one of the things that we hope this committee and its staff 
can do is to get to the bottom of the figures here. There really isn’t 
any reason why we should be debating with MATS about what its costs 
are and trying to answer questions of the kind you just put, Mr. 
Chairman. I believe that in the position this committee is in, that a 
great contribution can be made by getting down to the facts on all 
of these disputed issues, get the facts, and then this solution will 
become, we believe, easier to arrive at. 
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You have been told that the only way that MATS can continue to 
exist and fulfill its wartime mission is on the basis of its present oper- 
ation and, in addition, on the basis of an expanded operation which 
would necesarily result if its intention to increase the utilization of 
its aircraft was realized. 

This is just not so as we propose to demonstrate now. 

The original design for civil air power contemplated that a com- 
bination of the commercial airlines and the Military Air Transport 
Service would provide, by reason of the airlines peacetime buildup, 
a reserve of enormous proportion in the event of an emergency. This 
original intention is underscored by the development of the war air 
service pattern and the creation of the civil reserve air fleet. 

The fruits of this program have been realized to a very large extent 
but will be even more greatly realized with the introduction of tur- 
bojet and turboprop aircraft beginning within the next few months. 

However, despite the original purpose, the Air Force spokesmen 
have distorted the general philosophy of MATS and now conceive of 

civil air carriers only as augmentation. 

In justifying the farflung operations of MATS, the maintenance 
of large quantities of obsolete equipment, the desire to increase utiliza- 
tion of existing MATS aircraft, and the enormous amount of lift 
carried, MATS states it must have instantaneous readiness in the 
event of an emergency; it must maintain training at a high level; it 
is less expensive to carry military and other Government personnel 
as long as the planes are operating; the specialized requirements of 
the MATS mission demand a high level peacetime operation. 

These contentions are without foundation. 

The ability of the commercial airlines to provide a ready reserve 
is evident by a brief appraisal of the past. Three times during the 
decade 1941-51 the airlines have assisted in support of the military 
objectives. 

First, in World War II1—within 7 days after the bombing of Pearl 
Harbor the first airline missions in support of urgent military require- 
ments were in being. This was done in spite of little or no advance 
planning. And this was only the beginning. Gradually, airline war 
participation increased until, by early 1943, 193 aircraft out of a total 
effective fleet of 359 units were wholly committed to military trans- 
port serv ice. Between 1941 and 1945 commere ial carriers moved stag- 
gering numbers of military personnel, including casualties, and trans- 
ported tons of critical cargo in support of combat areas. During this 
4-year period the auxiliary civil airlift recorded 4,131,600,000 pas- 
senger-miles of military personnel, while ton-miles of military prop- 
erty reached a total of 1,142,800,000, In the process the airlines oper- 
ated 390 million airplane-miles. 

Airline know-how as also employed in the accelerated training of 
military personnel destined to enter the transport arm of the Ai 
Corps. Airline maintenance bases also undertook the highly im- 
portant task of modifying military transport aircraft—a skilled 
achievement. This was necessary because of the variable military mis- 
sions assigned to these aircraft, and the wide range of climatic condi- 
tions encountered in farflung theaters of operations. 

Simultaneously, the commercial air carriers did not neglect to pro- 
vide air transportation for civilians traveling in the interest of essen- 
tial war economy. Literally flying day and night around the clock, 
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and operating with less than 50 percent of its normal fleet strength, 
the carriers, in the period 1942-45, moved 8,792 million passenger- 
miles of domestic traffic and 1,279 million passenger-miles of interna- 
tional traffic. In addition, the domestic airlines carried 240,200,000 
ton-miles of mail, express, and freight while the international car- 
riers moved nearly 30 million ton-miles of mail and property. 

Next, the Berlin airlift, Operation Vittles, and Korea. 

Senator Monronry. Do you have a comparable figure as to what 
the Air Transport Command and the Navy Air Transport Service 
carried ? 

Mr. Treron. I believe those figures are available. I don’t know 
whether we have them available right now. 

Senator Monroney. If you could insert them in the record it would 
be appreciated. 


Mr. Treton. We will insert them in the record. The information 
follows: 


Comparative data for turboprop aircraft and DC-7C 








| 

Aircraft Country of Passenger | Maximum | Normal | Maximum 

manufacture capacity! | payload | range | speed 
a ff 

| Miles per 

Seats Tons Miles hour 
1. Lockheed Electra_.._.........-- United States_. _- 66-91 13.3 | 2, 740 | 448 
2. Republic Rainbow__...--.------|----- ee as 68-80 (2) 2, 500 | 408 
3. Fairchild Friendship_....._...._|-_...do_------_-.-- 32-40 4.5 | 1, 370 | 280 
4. Vickers Viscount 800__..-.....-- Great Britain--.__- 44-70 6.6 | 1, 950 | 315 
yg. . Ce, eae Diacen eons 110 | 15.0 | 4, 680 415 
6. Vickers Vanguard --_--.-..-.---- Pee S LS, i's alga = 5k 97-139 | 11.1 | 3, 350 440 
Ge 846 Boia nse ce snninn ss APs WA Miche he se 120-220 (2) | 9, 000 620 
Se, INO CRIN ecw c cn encod enue Asha he donk 71-126 13. 2 | 3, 107 404 
9. Douglas DC-7C...._..-....-.-- United States__._- 62-99 9,2 | 5, 000 405 





1 Passenger capacity varies due to different models and seating configurations available in each type. 
2 Not available. 


3 All data estimated. 
Source: American Aviation, June 30, 1958; Janes All the Worlds Aircraft, 1957-58. 


An uneasy peace and the cold war subsequent to V—J Day cul- 
minated in the Russian blockade of Berlin in June 1948. On June 26 
of the same year military authorities inaugurated the now famous 
Berlin airlift. Operating through an air corridor no more than 20 
miles in width, and along an air route covering 191.5 statute miles, 
the Military Air Transport Service threw its full global weight into 
the shuttle service of ae Vittles into the grim task of supplying 
a major city with the bare necessities of survival. 

Between June 30, 1948, and May 12, 1949, when the blockade was 
officially lifted, transport aircraft of the United States Air Force and 
its allies, moved 382 million ton-miles of property through the cor- 
ridor. Again the commercial air carriers demonstrated the wisdom 
of declaration of policy set down by Congress in the Civil Aeronautics 
Act of 1938. Operating 610 transatlantic trips in direct and indirect 
support of the Berlin airlift, the airlines contributed nearly 2,500,000 
ton-miles of “vittles” at a time when military airlift capability was 
strained to the utmost. Berlin, indeed, was the site of transport air 
power in concentrated action. 

Both commercial and military aircraft commenced the transatlantic 


airlift from Westover Air Force Base to Germany on exactly the 
same day—June 30, 1948. 
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In May of 1949, when the Berlin airlift ended, the then commanding 
general of MATS wrote: 


Unless the Government, in peacetime, is to finance a military fleet adequate 
to meet a possible war emergency—at fantastic expense to the taxpayer—or 
actually take over as a Government enterprise the operation of civil airlines— 
a concept foreign to our free-enterprise system—the commercial air carriers must 
operate and maintain the reserve transport fleet required in the interests of our 
national security. 

The United States and its allies were again threatened in June 
of 1950. From June 30, the date of the invasion of Korea, until March 
31, 1954, equipment and flight personnel of the commerical airlines 
participated in the greatest airlift in modern history. The Military 
Air Transport Service, military aircraft of other United Nations, and 
the commerical airlines of the United States airlifted high-priority ° 
troops and urgently needed supplies across the Pacific to the Far 
Kast, a distance ranging between 5,200 and 8,000 miles. Return flights 
carried the sick and wounded, captured enemy weapons, combat films, 
and damaged military equipment. 

As early as September 1950, the Korean or Pacific airlift exceeded 
the best efforts of the famed Berlin airlift by 10,000 plane-miles per 
day. By the end of February 1952, the combined U. N. and com- 
mercial airline fleets had moved more than 50,000 tons of passengers 
and property approximately 350 million ton-miles to the Korean 
theater of operations. Of this volume, the commercial airlines ac- 
counted for 67 percent of passengers, 56 percent of cargo, and 70 

ercent of all mail flown from the Zone of the Interior to the Far 

‘ast. They flew almost twice as many outbound trips as MATS, 
RCAF, Sabena, and Canadian Pacific Air Lines, the representatives of 
the United Nations Organization, and carried 61 percent of the total 
air tonnage transported to the Korean theater. 

Here again is another example of instantaneous readiness on the 
part of the commercial carriers. The Korean war started on June 
25; on June 27 the President ordered United States forces into 
Korea ; and they entered Korea on June 30. 

On July 1 MATS received an immediate response to its plea for 
commerical airline assistance. The first commercial flight took off 
from Travis Air Force Base for Tokyo on July 3; it’s interesting 
to note that this particular aircraft was diverted from the east coast 
of the United States for just that purpose. 

These emergencies were met without the development which has 
taken place since 1948 and 1950 in the development of CRAF. CRAF 
is a manifestation of an important concept. That concept is the 
desire and ability of the commercial airlines to make available in any 
quantities the most modern aircraft for use in military support opera- 
tions in the event of an emergency. Whether it be called CRAF or 
something else, the fleet is made up of contributions by both United 
States international and domestic flag carriers. Accordingly, the 
evidence of instantaneous readiness as exemplified in the Berlin 
crisis and later in Korea is evident again in the composition of the 
Civil Reserve Air Fleet. 

In CRAF there are always a substantial number of suitable long- 
range planes in the United States almost instantaneously ready to 
move military personnel or cargo from sites in this country to bases 
and battle stations abroad. 
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On March 20, 1957, a date chosen at random, we conducted a spot 
check to determine the location and av: ailability of ATA members’ 
aircraft assigned to CRAF, The check showed that 212 or 77 percent 
of the scheduled airline planes assigned to CRAF were within the 
United States and operational. And of the 275 ATA member planes 
assigned to CRAF on that date more than half were in the fleets 
of United States domestic scheduled airlines and so continually avail- 
able at all times within the United States. On the other hand, the 
availability of the planes, equipment, and facilities of the United 
States international flag carriers assures that station and facilities 
management abroad, instant return airlift, and international opera- 
tions know-how are also on tap as needed. 

The CRAF plan calls for the civil aircraft assigned to be ready 
for military support operations within 48 hours after notice. The 
carriers have taken, and are taking, measures to be sure that the 
required standard of readiness is maintained. As evidence of this, 
Pan American World Airways, one of the major contributors to 
oe recently operated in its own CRAF test. 

At 9:30 a. m., January 2, 1958, their personnel were alerted on 
the CRAF readiness tests with 9:30 a. m. ., January 4, as the zero 
hour. The results of this test show that even though they are obli- 
gated for 43 aircraft they had 45 suitable aircraft ready and manned 
by zero hour. Furthermore, their test showed that additional air- 

craft were available in sufficient quantity to provide over 100 percent 
b: ackup for the CRAF operation. 

I would like to point out to the committee the chart which is on 
my left [see chart 4], which illustrates the present capacity of the 
CRAF, a ilttle over 2,800 million ton-miles available, and look further 
down to what is going to happen to that as the jet program of the 
commercial airlines is carried on. By 1961, that figure will be tripled 
to 9 billion available ton-miles of transportation in the finest, fastest 
transports, we think, at that time in the world, so that the CRAF, as 
graphically demonstrated in that chart, is a tremendous and indis- 
pensable airlift supplement. 

The new jet aircraft which will become part of the air carrier 
fleets within the next few months, are being modified before delivery 
so that certain equipment necessary for military support operations, 
but not necessary for commercial operations, will already be installed. 

In May of 1958, three of the principal contributors to the civil 
reserve air fleet made a survey of those aircraft which were then 
immediately available in the event of an emergency. “Immediate 
availability” meant those four-engine tr ansport aire raft which were 
either on the ground or in local flight training and which, in addi- 
tion, were mechanically cleared for immediate operation. These three 
carriers alone would be able to provide, at the time of the declaration 
of an emergency, depending on what hour of the day it occurred, 
from 30 to 50 percent of the total number of aircraft now earmarked 
for the civil reserve air fleet. 

Senator Monronery. Mr. Tipton, we are not just talking about 
planes. We are talking about pilots, maintenance crews, overhaul. 
depots, and complete servicing of the aircraft so that if can fly any- 
where in the world. 

Mr. Tieton. That is right. 
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Senator Monroney. It goes clear back to facilities which even 
MATS, I am told, does not have for the periodic overhauls and the 
teardowns and the necessary meeting of checks on their planes. Much 
of that is farmed out now to other private industry by MATS for 
various things. 

Mr. Tipton. We have made these preliminary studies of the in- 
stantaneous—and when we say “instantaneous” we mean not 48 hours 
but right then—we have made these preliminary studies. We think 
this question of instantaneous availability of a transport fleet is 
important and we would think it would be a very useful contribution 
for the committee to have us and have the Air Force run these tests 
of instant availability on both sides so a judgment can be reached as 
to what is instantaneously available, and we would hope that that 
could be done. 

Senator Monronry. Mr. Tipton, if this is a convenient spot, we 
will recess until 2 o’clock. 

Mr. Tieton. Very well. 

Senator Monronry. We will stand in recess until 2 o’clock. 

(Whereupon, at 12:45 p. m., the subcommittee recessed to 2 p. m.) 


AFTERNOON SESSION 


Senator Monroney. The committee will resume its sitting. 

Mr. Tipton, we are sorry to have interrupted you in the middle of 
your testimony. 

Mr. Tipron. Thank you, Mr. Chairman. I will proceed where I 
left off. 

A proposal was made last year through the Defense Air Transport 
Administration (DATA) to the Air Force that carriers be permitted 
to substitute equipment of like kind so that if the designated aircraft 
by serial number is out for overhaul, or otherwise not available, there 
will always be an aircraft suitably modified ready to go. This policy 
was approved by the Air Force and has been accepted. And, finally, 
as a means of assuring maximum industry support to the CRAF pro- 
gram and defense effort, ATA has established a mobilization com- 
mittee of top airline officials, backed up with the following resolution 
unanimously approved by the ATA board of directors: 


Whereas the Congress of the United States in the Civil Aeronautics Act 
declared it to be national policy in the public interest to encourage and develop 
a civil “air transportation system properly adapted to the present and future 
needs of the foreign and domestic commerce of the United States, of the postal 
service, and of the national defense” ; and 

Whereas the scheduled airlines of the United States have demonstrated the 
soundness and effectiveness of this national policy by working jointly with the 
military to provide airlift for the Nation during World War II, at Berlin, and 
in Korea ; and 

Whereas the Air Force policy, as announced by the Secretary of the Air 
Force, is to rely on the airlines rather than to purchase a standby jet transport 
fleet ; and 

Whereas the transformation to jets by the airlines promises a greater reserve 
airlift capacity than ever before contemplated: Now, therefore, be it 

Resolved, That the board of directors of the Air Transport Association reaffirms 
its conviction that the national interest will best be served by the maintenance of 
a strong working partnership between the scheduled airlines and the Department 
of Defense and directs the president of ATA, with the advice of ATA’s mobiliza- 
tion committee, to take all necessary steps to— 
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1. Make certain that the partnership between the Department of Defense and 
the scheduled airlines is working effectively on all phases, and 

2. Make certain that the Civil Reserve Air Fleet plan continues to be con- 
stantly improved, with particular attention to the need for greater administra- 
tive fexibility so that CRAF is useful during fuil or partial mobilization, and 

3. Devise and propose additional ways and means to assure that the Civil 
Reserve Air Fleet continues in a state of constant and immediate readiness, and 

4, Continue to inform the general public of the value and significance of this 
unique program that pledges an entire industry to provide instantly effective 
aid in times of national emergency. 

Senator Monronry. You mentioned modification. Is that done at 
Government expense? I presume it is. 

Mr. Trpron. That is right; it is done on the basis of a contract where 
the carrier undertakes to put in the airplane certain fittings and other 
things that he would not otherwise have, and the Government under- 
takes to pay the expense of that. 

Senator Monronry. Would it be suitable and just as operational 
any where in the world asa standard MATS plane ? 

Mr. Tieton. That is right, that is the objective. 

Senator Monroney. There would be no difference mechanically as 
to the technical parts of the plane, and things like that, necessary for 
it to perform its M-day mission, would there ¢ 

Mr. Treton. That is right. 

Senator Monroney. How long does that take? 

Mr. Turner. All of them are being done in production as the air- 
planes come off. It amounts to no additional production time. It was 
taking approximately 25 man-hours in the airplanes that were origi- 
nally assigned to CRAF before the policy of all new ones being modi- 
fied went into effect. 

That was done at the time airplanes went through overhead. 

Senator Monronry. May I ask you another question. Are the 
aircraft interchangeable? In other words, does MATS build their 
planes on production lines, or do they have special specifications, such 
as galley location and toilets, and other things that require a separate 
production line? The latter would produce a greater cost to the 
Government because of the special operation than do the normal 
planes that the airlines buy. 

Mr. Tieron. Can you answer that, Mr. Turner? 

Mr. Turner. They are all done on the same production line but 
there are some differences, as far as the cabin configuration is con- 
cerned. There are, of course, also differences on the same production 
line of the cabin configuration between two different airline airplanes 
that may happen to be right next to each other on the line. The 
principal differences, for instance, in the DC-6 series between the 
military airplanes and commercial airplanes as they come off the line 
is that almost all of the military airplanes have large doors and heavy 
floors built into them in production, and the commercial airplanes, 
except the cargo DC-6A’s, do not have those two features which the 
military airplanes do have. 

Senator Monroney. I see. Do you have any idea, on the same type 
of plane, whether the military pay more for their planes than the air- 
lines do? 

Mr. Turner. I don’t have any comparable figures on that. 

Senator Monronry. You don’t know the relative prices. 

Thank you very much. 
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Mr. Treron. This mobilization committee will provide advice and 
assistance to the industry representatives on the CRAF top committee 
and through them to the Defense Air Transport Administration. 
There is no doubt that the airline industry, working through DATA, 
and with the Air Force, can provide a civil reserve air fleet ready to 
do its job on no more than 48 hours’ notice, and probably much sooner. 
provided the Air Force supplies the necessary modification kits an 
spare parts, and works with industry on a close and continuing basis. 

Clearly, Department of Defense failure to comply with enunciated 
Government policy has no justification as a matter of necessity since 
history emphasizes that the commercial carriers have the experience 
and the ability to provide emergency lift when necessary. 

“Instant readiness” of the scheduled airlines having been demon- 
strated, for specific quantities of domestic and overocean military 
passenger airlift, the MATS mission can be reduced in like amount. 
These benefits could accrue in the public interest and for purposes of 
national defense : 

(a) The airlines will be able to retain their modern piston-engine 
transports instead of selling them. The most likely market for these 
aircraft is abroad. 

(6) The airlines can then continue to use many skilled air crews 
who would otherwise be released with the introduction of jets, and 
thus lost to the Nation’s military and economic posture. 

(c) Strain on Defense Department personnel budget will be eased, 
both moneywise and in terms of skilled personnel, due to reduction in 
unnecessary civil-type MATS operations. These personnel could be 
reassigned to specialized military technical and operational duty with 
nuclear-age weapons systems. 

(7d) Future strain on Defense Department aircraft procurement 
budget will be eased to extent that airlines will be put in a position to, 
and can be counted on to, buy turbine-powered long-range transports 
with private capital, in replacement of or in addition to their present 
fleets and their planned fleets. 

(e) Transport of military personnel will cost less than under mili- 
tary operation, all cost factors considered. 

(f) Training of military personnel can continue and be sharpened, 
since certainly there is a lesser degree of real training for flight crews 
operating long-haul flights, as contrasted with the development of the 
skills which accrue from both simulator training and repeated land- 
ings and takeoffs. 

(7) Domestic airlines will be able to fulfill their estimated traffic 
projections without the wasteful diversion of passengers carried by 
MATS. 

(h) Private taxpaying, United States flag international airlines 
will be strengthened in their competitive efforts against low-wage 
foreign-flag competition, and with less prospect of reversion to sub- 
sidy. 

(¢) United States foreign policy will be aided by greater use of 
civilian-type air service and a less obvious emphasis on military 
strength. 

(7) The fundamental strength of CRAF, as a reserve force, will be 
improved, due to retention or increase of aircraft and crews, plus a 
sounder airline financial and credit position. 
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(%) The threat of intensified Russian civil airpower can be met 
more effectively. 

So you can see that the Air Force’s position, to this committee, of its 
stated mission and/or objectives can be more effectively fulfilled if 
there is a greater understanding of the reservoir of equipment and ex- 
pertise available within the scheduled air transport industry and fur- 
ther, if there is a greater effort to utilize these facilities and know-how 
in peacetime. As a result, and in accordance with the Air Force’s 
position, there will be achieved “the airlift support required for suc- 
cessful implementation of war plans * * *,” “a state of trained readi- 
ness and peacetime rate of operation * * *” which will insure instan- 
taneous readiness and response in the event of an emergency and en- 
able the MATS misison to be carried out in fulfillment of * * * 
wartime needs * * *.” 

Why should the MATS operation contine to be conducted in self- 
defeating fashion and at variance with national policy? The Depart- 
ment of Defense and the Air Force stated that in order to be available 
immediately, MATS fleet and personnel must be exercised constantly 
and at higher rate of utilization than presently achieved. It is stated 
that this exercise must take the form of operating a very large world- 
wide airline with much of the operation being conducted on a regu- 
larly scheduled basis, carrying commercial-type traffic over routes 
parallel with United States-flag airlines. It is further contended 
that, since they are flying the airplanes for readiness training it would 
be uneconomical not to carry traffic. 

The present MATS training concept is not the most economical way 
to provide for necessary peak operations in the event of an emergency. 
Nor will it provide the best possible training. 

This position may seem inconsistent. However, MATS’ problem in 
the event of an emergency is very much like the problem which con- 
fronts commercial airlines who have a pronounced seasonal fluctua- 
tion in their operations. 

It would be both uneconomical and unnecessary for the commercial 
carrier to operate all their aircraft at a high rate of utilization during 
the off season ; the demand for seats would neither support nor justify 
a large operation. However, the same commercial carriers are able 
to increase their rate of utilization rapidly and efficiently so as to pro- 
vide sufficient capacity during the peak season. 

Their ability to increase utilization and consequently increase ca- 
pacity is due to the fact that the commercial carriers have maintained 
a high level of spare parts, maintenance facilities, and trained per- 
sonnel sufficient for the higher utilization necessary to meet peak 
operations. But they have not operated their aircraft uneconomically 
at a high utilization during the off season. 

Let’s put it differently, and see precisely what the military has been 
doing in order to appreciate the unrealistic approach suggested by 
MATS. Not only has MATS’ utilization been maintained at a low 
rate, but much more important, spare parts and facilities have been 
procured and they have trained personnel sufficient only to operate 
equal to this low rate of utilization. Accordingly, should an emer- 
gency develop, MATS would be able to surge to a high utilization, but 
only over the “short pull.” Thereafter aircraft would be immobilized 
because of an insufficiency of engines or an insufficiency of those facili- 
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ties in which it overhaul engines, among other things, and most im- 
portant an insufficiency of trained personnel. 

What MATS must really do is to gear up for a peak operation in 
every area except in terms of the actual operation of all their aircraft 
at a high rate of utilization. This is the most practical approach 
because, as stated above, it is precisely what a seasonal commercial 
operator does when confronted with the same problem. 

In order to reach this more reasoned and desired result, MATS 
must adopt a different training concept which will assure it of ade- 
quate spare parts and sufficient facilities and trained personnel, but 
which will not require the uneconomical, unreasonable, and excessive 
scheduling of the type now being conducted. 

For example, were MATS to use more training simulators in place 
of actual flying time, training would be at least as effective and less 
expensive. Recently representatives of MATS testified that a C-118 
was flown on a transcontinental round trip only for the purpose of 
checking out two copilots. Any commercial operator amid consider 
such a practice a horrible example of wasting money, and in many 
respects productive of inefficient training. 

he same MATS representative testified that MATS’ utilization is 
mainly for the purpose of training pilots and that a good many of 
their pilots were flying 90 hours a month. It is difficult for us to 
accept the logic of 90 hours of training only in order to retain effi- 
ciency, when 90 hours represents 5 hours more than the maximum 
allowable by law for scheduled airline pilots. 

If MATS does not utilize all its aircraft at a high and unnecessary 
rate, but can produce a better reserve by nonutilization, it will at the 
same time provide the commercial carriers with a greater assurance 
of military traffic now being carried by MATS. 

Senator Monroney. Mr. Tipton, what is the minimum amount of 
flying hours a month considered adequate for an airline pilot to fly 
before he gets rusty ? 

Mr. Trrron. I don’t know the answer to that; it varies. Can you 
answer that, Bob? 

Mr. Turner. Well, I believe the current requirement to retain a 
scheduled airline pilot’s license is only about 10 hours every 6 months. 
IT am not certain of that, but it is in that area. 

Senator Monroney. Does he still keep his command pilot rating if 
he flies 10 hours a month ¢ 

Mr. Turner. No; 10 hours every 6 months. 

Senator Monronry. Of course, he wouldn’t have the proficiency. 
He wouldn’t be ready for instant readiness. If you could supply us 
any information from your airlines as to what they consider an ade- 
quate number of hours to remain at a high degree of proficiency it 
would be helpful to the committee. 

Mr. Treron. There is one further fact on that same basis, and then 
we will furnish some more. Some of our airline pilots are assigned 
for special duties; for example, Captain Jensen, who is with the Air 
Transport Association and has testified before this committee, he is a 
line pilot with one of the airlines, and that airline requires him to 
operate over his route 10 hours a month. 

Senator Monronry. Ten hours a month? 

Mr. Tieton. Yes. But we will furnish additional material on that 
at this point. 
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Senator Monroney. I think it would be very helpful to the com- 
mittee if you could specify the number of hours that various nationally 
recognized airlines require as a matter of course. 

Certainly their experience is based on long years of knowledge as 
to how much time a pilot must put in in flying retain his top pro- 
ficiency. 

(The information requested follows:) 


The scheduled air carriers do not have a specific minimum number of flying 
hours that their pilots must perform to maintain proficiency. Generally, air- 
jine pilots are scheduled to fly close to the maximum 85 hours per month per- 
initted by existing regulations. 


The airlines and the administrative authorities have found it is desirable to 
change from hours to other standards for assuring proficiency. As a result, 
the minimum standard is based not on hours, but on certain exercises required 
of all airline pilots. The pertinent regulations are briefly summarized below: 

(1) The pilot must have made at least 3 takeoffs and 3 landings in the aircraft 
of the particular type in which he is to serve within the preceding 90 days before 
the scheduled flight. 

(2) Every pilot, prior to serving as pilot in command and at least once each 
12 months thereafter, must undergo a line check. A line check is a regularly 
scheduled flight between terminals over a route to which the pilot is normally 
assigned. This flight shall be supervised by a check pilot who determined 
whether the individual satisfactorily exercises the duties and responsibilities 
of pilot in command. 

(3) A pilot, before assuming command, shall perform a proficiency check. 
This test consists of emergency as well as regular operating situations. Items 
such as maneuvers with one or more engines inoperative, cross wind landings, 
landings under circling approach conditions, pilot judgment, takeoffs and land- 
ings with engine failures, emergency procedures are observed. After assuming 
command, a similar proficiency check shall be given each pilot at least twice 
each 12 months at intervals of not less than 4 months or more than 8 months, 
with at least 1 check performed in the largest airplane type the pilot is certified 
to fly. 

(4) In order to maintain route and airport qualifications as pilot in command, 
the pilot must have made in the 12 months preceding the scheduled flight at 
least 1 trip as pilot or any member of the flight crew between terminals into 
which he is scheduled to fly. This requirement includes a familiarity with such 
items as navigational facilities, communications procedures, type of en route 
terrain, holding procedures, instrument approach procedures, etc., over the 
pertinent routes. 

Over the years, the Civil Air Regulations have been amended to permit increas- 
ing use of aircraft simulators, in accomplishing the above minimums, thus 
decreasing the number of actual in-flight hours required to maintain proficiency. 
The administrative authorities have indicated increasing acceptance of these 
simulators, and have found them to be quite accurate, as well as safer and more 
-¢ onomical than actual in-flight checks. 


Mr. Tieton. The net effect of this will be to produce a greater air- 
lift capability since, with the assurance of more traffic, the airlines 
would then commit themselves for additional jet equipment. 

The logic is inescapable: MATS will conserve its resources by de- 
creasing the expenses now attributable to excessive and unnecessary 
utilization: this will eliminate the argument that greater utilization 
makes it necessary for MATS to carry military traffic which would 
otherwise be transported by commercial operators; military traffic is of 
such proportion that were it to be available to commercial operators it 
would inevitably make necessary an increase in the size of civil air 
fleets. This will constitute a greater reservoir of Civil Reserve Air 
Fleet strength than now exists; and, finally, these additional aircraft 
will be purchased by the airlines at virtually no cost to the taxpayer. 

In addition to the logic suggested above, a lesson to be learned from 
the MATS operation in Berlin and Korea is that MATS has not 
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and will not achieve superior wartime readiness by operating a peace- 
time common-carrier airline. 

Air Force spokesmen have acknowledged before congressional com- 
mittee that commercial-type operations do not fulfill the necessary 
degree of readiness. 

Yn addition, training cannot be the reason for the operation of the 
global MATS airline since only 15 percent of the total hours flown is 
for flight training. 

The other 85 percent is supposed to be for “training in the operation 
of the system” or “to maintain the airlift system.” 

Falling within these categories is allegedly the sort of training, to use 
the language of Air Force spokesmen, to require “exercising of the 
loading and unloading crews in the terminal and the whole system 
operation.” American ingenuity can doubtless discover a speedier, 
less expensive, and more efficient way to train people in these skills. 
It seems hardly necessary to fly an airplane fully loaded across the 
oceans of the world in order to teach personnel at either end how to 
load and unload an airplane. 

Senator Monroney. It would be possible, would it not, Mr. Tipton, 
that military personnel in the terminals overseas could participate in 
a training exercise by unloading and loading commercial airlines ? 

Mr. Tirron. I would think that would be possible. 

Senator Monroney. It doesn’t take great experience to push a stair- 

way up to the door of an airplane to debark the passengers. 

It seems to me that the freight loading is a technical operation, but 
cer tainly they could have training. A DC-6 is a DC-6 and a Connie 
isa Connie. If you are going to load a commercial or a military plane 
the same degree of training in each operation would be identical, would 
it not ? 

Mr. Tiveron. We see no difference. 

Senator Manonry. MATS has excellent air weather services. If 
MATS weather service could be used in cooperation with the training 
of our overseas airlines, making available all of the weather data that 
they have ready at each of the terminals, it would certainly contribute 
not only to the training of these crews, but perhaps make operation a 
little cheaper for the commercial lines in getting the favorable winds 
and other load factors that good weather information could indicate. 

Mr. Tipron. Yes. 

Speaking of the MATS weather service, we have found complete 
cooperation there, and we have found their service a very valuable 
one to us. 

A final word on training. And anyone familiar with the air trans- 
port training—of course, the airlines do a great deal of it—will attest 
to the fact that there is little tr aining accomplished when a pilot sits 
at the automatic controls of an aircraft at 21,000 feet for 10 to 14 
hours. 

One of the responsibilities of this committee may be to determine 
conclusively the actual cost of the operation of MATS as contrasted 
with comparable operations of the commercial carriers. 

In 1958 the Hoover Commission advised the Senate Appropriations 
Committee that military operating costs cannot be compared fairly to 
the costs of commercial operators since they exclude depreciation and 
related charges, along with many indirect services. 
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In these same hearings, the new Secretary of the Air Force, then 
Under Secretary, went so far as to admit: “The ton-miles produced 
by the civil lift was proportionately the same with respect to cost as 
the military lift,” and his cost figures excluded depreciation. 

And earlier this year, the Director for Transport Communications 
in the Office of the Assistant Secretary of Defense stated with refer- 
ence toMATS: 


But I expect it is pretty expensive, if you want to come right down to com- 
parison with commercial or get down to a ton-mile basis * * *. 

It is difficult to determine the total cost of the MATS operation. 
Too many items are excluded from military calculations. But even 
if one takes the reported overall cost of MATS as contrasted with its 
real costs, they rose from $523 million in fiscal year 1954 to $719 mil- 
lion in fiscal 1957 and the reported cost of the airlift portion of MATS 
for the same period spiraled from $153 million to $225 million. 

Now, I would like to direct the committee’s attention to the figure 
of $523 million that I just quoted for the fiscal year 1954. 

On page 4 of this statement I gave another figure purporting to 
be for the same period which is $481 million, and in preparing and 
reviewing my statement I was unable to get the exact figures. 

We have these two figures of cost for MATS and they can be equally 
well supported on documentary evidence before other congressional 
committees. 

It is a good illustration of the necessity, as I have said before, of 
bearing down on this problem and getting the facts, because here are 
two figures purportedly for the same year, and they are different. 

Now, it is possible we have made a mistake, that we don’t know what 
figure is right here, but I think that here is an area in which the com- 
mittee surely could make a real contribution. 

The primary consideration is, of course, to make our total airlift 
capability greater and more efficient. Another important considera- 
tion is to provide, with no loss in such capability, substantial savings 
to the taxpayer. 

In the light of recent developments in the field of guided missiles, 
the savings to the taxpayer which would result could be used for the 
furtherance of other aspects of our defense effort. 

It is a matter of simple arithmetic to demonstrate the savings which 
have already taken place. Almost 300 4-engine airplanes of the 
scheduled airlines are presently assigned to the civil-reserve air fleet. 

If the Department of Defense were forced to maintain a military 
transport fleet the size of the present CRAF fleet, it would cost the 
Government more than $550 million in capital investment alone, plus 
the yearly maintenance, personnel and operations costs, which we 
estimate to be close to $350 million. 

This great airlift reserve has so far cost the Government only $42 
million, less than half of which was modifications to airplanes— 
mostly small fittings not needed in a commercial operation—and the 
balance for spare parts, many of which can be used in other military 
aircraft. 

And this is just the beginning. The four-engine capacity of the civil 
airlines is increasing steadily as time passes. Even before the intro- 
duction of jets in late 1958, the carriers are taking delivery of many 
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more modern versions of piston-engine aircraft such as the DC-7C 
and Super-Constellation type planes. 

Since virtually all of the turbojet and turboprop aircraft are of the 
types which can be utilized for airlift capability, then all or substan- 
tially all—of the investment to be made by the commercial airlines will 
constitute a saving to the United States taxpayer. 

But let me point out, as the Secretary of the Air Force has, that 
there are many cost items not reflected in the reported MATS trans- 
port mission costs. Among such costs not reflected, which civil car- 
riers must compute in their costs, are: 

1. Depreciation of aircraft. 

2. Cost of services performed by other organizations for MATS, 
except depot maintenance for the transport fleet does seem to be 
included. 

3. Depreciation of ground equipment and real property facilities. 

4, Costs of recruiting personnel. 

5. Indoctrination, basic training and part of the advanced training 
of MATS personnel, as well as personnel of other commands perform- 
ing service functions for MATS. 

6. Costs of veterans’ benefits resulting from military service per- 
formed in MATS. 

7. Costs in lieu of taxes. 

Senator ScHorrret. What would be some examples, Mr. Tipton, of 
the cost of services performed by other organizations for MATS, men- 
tioned in No, 2? 

Mr. Turner. There are a lot of ground service functions, as I un- 
derstand it, performed in some cases by other military organizations 
but not by MATS personnel themselves, the servicing of airplanes and 
some of the line maintenance, too. 

Senator Scnorrre.. That would be the major types of services that 
you would include in No. 2, then? 

Mr. Turner. I believe that is correct, yes. 

Mr. Tieron. Those are other branches of the military. 

Senator Monroney. Is it not a fact that housing for overseas per- 
sonnel, medical service, feeding and all is on a reimbursable basis, but 
at a very low cost, and would not be obtainable through private 
operators. 

Mr. Treron. Another important benefit to the Nation is the fact 
that more reliance upon the civil carriers will release MATS crews 
and other skilled technical personnel for reassignment to combat 
units. 

In hearings before the Military Operations Subcommittee of the 
House Government Operations Committee in January—February 1958, 
the Assistant Secretary of the Air Force (Materiel) stated: 

The primary specific objective of the military air transport forces is to pro- 
vide airlifts for initial emergencies, combat deployment, and other military re- 
quirements which cannot be satisfied by surface movement or by nonmilitary 
airlift efforts. 

Others have described MATS role, quite properly, as a combat one 
requiring immediate availability when “the bell rings.” 

At the same time, they have admitted that their common-carrier 
transport operations require 20 percent of their fleet constantly to be 
away from their base—overseas. 
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They alleged that the MATS mission cannot be satisfied by nonmili- 
tary airlift efforts and yet, actually, their peacetime operation is sub- 
stantially involved with just those types of efforts. 

_MATS cannot be an effective emergency combat unit for the car- 
riage of specialized cargo and troops and, also, an economical oper- 
ating airline. Airpower—that is, transport airpower—requires two 
airlift organizations. MATS and the airlines must be proficient for 
the jobs which they will be required to perform in wartime and in 
which they will be occupied in peacetime. This will result in less 
cost to the taxpayer and in greater economic health and financial sta- 
bility for the airlines. 

But now let us look at this problem from the broad standpoint of 
national interest. 

A recently issued Rockefeller report is titled “The Challenge to 
America; Its Economic and Social Aspects.” 

Almost at the same time of the issuance of this report, the Director 
of our Central Intelligence Agency spoke of “Khrushchev’s Challenge : 
Dimensions of International Peril Facing Us.” He said: 

Today, the Soviet Union, through its very vocal leader, Khrushchev, is directly 
challenging the United States in the fields of industrial development and for- 
eign trade and aid, as well as in military matters. The other day he remarked, 
“To the slogan that says, ‘Let us arm,’ we reply with the slogan, ‘Let us trade.’ ” 

The economic challenge is a dual one. They are setting goals for their own 
domestic production to compete directly with our own and, to quote their words, 
“to get ahead of us in the economic race.” The other phase of their challenge is 
through their foreign economic penetration program. 

In exploring the Soviet economic challenge, the CIA Director made 
the following points: 

1. The Soviet has developed to the point where it is now the second 
largest economy in the world. 

2. Whereas the Soviet gross national product was only 33 percent 
of our own in 1950, by 1962 it will approximate 50 percent of our gross 
national product; this suggests that the Soviet economy can be ex- 
pected to continue to grow at a rate roughly double that of our own. 

3. Soviet output is rapidly expanding and was 11 percent higher 
in the first quarter of 1958 than it was in 1956 as contrasted with an 
11-percent decline in the United States. 

4. Soviet industrial growth has been accompanied by an increase in 
trade with the free world. 

5. The Soviet is an effective competitor in the giving or withhold- 
ing of economic favors, particularly in dealing with the so-called 
underdeveloped countries. 

Admittedly, there are deficiencies in consumer satisfaction in the 
U.S. 8S. R., but the fact of the matter is that the increasing leadership 
of the Russians, regardless of how accomplished, is the most serious 
challenge that our country has ever faced in the area of economic 
and industrial growth. Our efforts must be intensified rather than 
lessened. 

The Russian civil air transport system known as Aeroflot is not only 
the name of the Soviet airline but is also the name of the entire civil 
aviation effort of the Russians. 

For the purpose of comparison, if the United States Government 
were to take every trunk, local service, helicopter, international, cargo, 
and territorial airline, the charter operators and the supplemental 
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carriers, all of the flying schools, the airport authorities, and every 
private aircraft and business plane, and their pilots, the Civil Aero- 
nautics Board and the Civil Aeronautics Administration, push them 
all into a hopper, what would come out would be an American version 
of Aeroflot. 

An important international aviation observer has stated : 

For the United States I believe it is important to recognize the Soviet aviation 
offensive for what it is: not a commercial challenge aimed at undermining the 
air-transport leadership of the West, not a bid to slug it out with us competitively 
in the open market, but a broad contest for national prestige and political influ- 
ence that employs aviation as only one of many weapons in its versatile arsenal. 

This underscores the fact that airpower has become an essential ele- 
ment of national strength, both commercial and military. Without 
total airpower, national strength does not really exist. And civil air 
transport is now an indispensable part of total national airpower. 

The Russians have recognized this important fact of life. While 
the attention of the world has been focused on sputnik, the Russian 
civil airline, Aeroflot, has been progressing with much less fanfare but 
at a rate that threatens to make it the leading airline of the world. 

It has been the fashion to view Aeroflot with some condescension as 
a sort of plodding organization that operates antiquated equipment on 
haphazard schedules with little or no concern for the comfort, or even 
safety, of the passengers. 

Although it would be comfortable to believe this, the truth is that 
Aeroflot today is an enormously effective airline that has come a long, 
long way since World War II and shows every sign of giving a lot 
further. 

Senator Scuorrret. Mr, Chairman, I would like to ask Mr. Tipton 
what other satellite nations presently employ the aircraft developed 
in Russia. Do you know? 

Mr. Tieton. What other of the satellite nations employ them? 

Senator Scuorrret. Yes. 

Mr. Trpron. I think that all of the satellite nations are looking to 
the Russian manufactures and design for their air-transport equip- 
ment. In addition, the Russian airplane salesmen are very active 
ones; they are making a great campaign among neutral nations and 
western nations to actually sell their equipment. 

Senator Scuorrren. But does this actually exist in being? 

Mr. Trpron. It actually exists, and I am just going to relate in my 
statement the extent to which these are concrete achievements in terms 
of operating airplanes. 

Senator Monroney. Isn’t it also a fact that we kid ourselves and 
think that there are not new things being developed in aviation behind 
the Iron Curtain and in the satellite countries? I have heard very 
disturbing reports that in East Germany and other places, new inno- 
vations in aerodynamics and other points having to do with some revo- 
lutionary steps in aviation are taking place behind the Iron Curtain. 

Mr. Treron. That is quite true. We no longer have any reason for 
complacency at any area of aviation development or operation. 

Now, the Aeroflot, the airline part of Aeroflot now has at least six 
modern turbine transports in various stages of development. 

Unlike the step-by-step progression of the United States from 
DC-3’s through four-engine transports, then to turboprops and jets, 
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the Reds have leapfrogged almost overnight over the DC-3 and into 
their jet equipment. 

Their planes may not have the upholstered comfort of some of the 
big jets we have on order, but they do have one characteristic that 
we’re not likely to have for almost another year—somewhat less than 
that—that is, they’re being operated in regular commercial service. 

In fact their current jet—the TU-104—has been to the United States 
on three occasions. The last time was in February when the Russian 
Ambassador was flown into Baltimore. 

The Reds, who know the propaganda value of their new machine, 
shrewdly opened the plane for inspection. Crowds thronged the air- 
craft, taking photographs, talking to the crew members who even gave 
souvenirs to the sightseers. 

With their now fully developed flair for exploiting a public-relations 
situation, we can be assured that the accounts of the admiring Ameri- 
can crowds, with photographs, were rushed by the Russian news 
agencies to all parts of the world. The impact of this story on the 
uncommitted areas is incalculable. 

Now that they have the equipment to challenge, and—at least for the 
time being—to surpass the planes of the United States’ airlines, we 
can expect a rapid expansion of the Soviet airline. 

For almost all of its history, Aeroflot has confined itself to opera- 
tions within Russia. 

Senator Monroney. Excuse me. You say on page 26 that the air- 
line now has six modern turbine transports in various stages of devel- 
opment. Our information is they are not only in development, but 
they are in being, working. The TU-104 is one, their 500-mile-an- 
hour true jet. They are also demonstrating progress in turboprops 
-with tremendous airlift, such as the TU-114, 470-mile-an-hour plane 
with 75,000 pounds and 4,000 nautical mile range, the AN-10 Ukrania 
turboprop, the IL-18 Moskva, 400-miles-per-hour, 100 passengers, 
2,000 nautical miles; and the AN-4 Flying Whale, 345 miles an 
hour, another turboprop, 30,000 pounds, 2,000 nautical miles. Those 
planes are all in flight. 

Mr. Treron. The airplanes that you have referred to are actually 
operating airplanes, even though they are in development. They are 
not drawing-board airplanes, they are in operation. 

One of their jets in actual service, to our knowledge, is the TU-104. 
When the others will turn up in other scheduled service or in other 
types of service, we don’t know. 

Senator Monroney. It is important for us to know the timetable on 
what we have. 

Mr. Tieron. That is right. 

Senator Monroney. Aside from the 133, which is now being deliv- 
ered to the military in limited amounts, we don’t have anything even 
on the drawing boards, as I understand it. 

Mr. Tipton. Well, I think you have to include in comparison with 
the list of Russian transports there, not only the C-133, which is a 
cargo airplane, but also the Boeing 707, the Douglas DC-8, the Con- 
vair jet and that class of airplanes, because—— 

Senator Monroney. I think you can do that on their true jets, but 
I am talking about the turboprops, What is the load-carrying capac- 
ity of the Lockheed Electra and its range. 
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Mr. Trpron. I am sorry, I can’t give you that. 

Senator Monroney. It is not much larger than a DC-7. 

Mr. Tipron. I will put that in here because I ought to know it, but 
I don’t have it right now. 

Senator Monroney. I think the important thing for us to note here 
is that we have been absolutely in a point of stagnation, and I repeat 
stagnation, in the development of turboprops of high lifting capacity 
for a genuine airlift. We have seen the military start and stop on 
the C-132. We have seen them fail to go forward on putting in 
blueprints or posing initial stages of developmental cost for fighting 
limited wars. Russia is outdistancing us while we look at the sput- 
niks or worry about strategic bombing to the exclusion of the neces- 
sary planes required for an airlift that could move a division halfway 
around the world in 15 hours , ready to fight. 

Mr. Tirron. We think that if the policy as far as the transporta- 
tion for the Military Establishment has been approached from the 
standpoint of the utilization of the commercial carriers for what 
they can do best, enough money would have been saved to have de- 
veloped and built the C-132 and that, it seems to me, comes closer 
to the proper role of the Government in this transport effort, because 
we are in no position to develop this C-132. We just don’t have that 
kind of money. 

Senator Monroney. It is impossible. You can’t get the load to fill 
it so that the commercial operators can develop it. When you get 
the plane developed, and if it has the low ton-mile cost it is supposed 
to have, then you have a market after the military has paid the pro- 
totype cost. 

It seems to me that we are again saying that MATS is doing the 
thing the airlines could do better and is failing to do the things which 
only the military can do. 

Mr. Trpron. That puts it very well. 

In the brief span of 1 year, they have inaugurated service to C open- 
hagen, signed an agreement with England for reciprocal service, and 
have made it evident that they will welcome the opportunity to fly 
to the United States. 

But what we are witnessing here is not just the transformation of 
a foreign carrier from a second-rate airline to a powerful competitor ; 
we are seeing the buildup of Russian airpower. Military strategists 
no longer isolate civilian transports from military operations. They 
are part and parcel of one massive logistics system. 

The Soviet turboprop and turbojet fleet is interchangeably part 
of its regularly scheduled commercial operations and its own military 
air -transport service. 

The Soviets understand, as we should, that a strong civil air-trans- 
port system will provide essential military strength, stimulate internal 
economic development, serve as a means of economic penetration in 
other countries, and as a propaganda weapon of enormous influence. 

We have seen all of these signs: The expansion of their routes to 
the West; the use of the new "jets as a propaganda platform; the 
economic ties that follow air service between countries. 

And now, impressed with their own success, Aeroflot. salesmen are 
out with their order books, looking for sales of Russian-built aircraft 
to countries that are in the market for the latest jet transport. 
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The concept of total airpower is not merely a topic for discussion 
in the abstract. It’s as real as the TU—104. 
Senator Monronry. Just recently I heard from Finland that there 
was a most spirited competition in the foreign field over what type of 
planes the Finns would use for their airline. I think American planes 
were selected, but it was certainly one of the major contests in this new 
field of aviation. 

Mr. Tipton. It is a contest of tremendous international significance. 
I think our manufacturers know it. They have developed good air- 
planes and they are working on it, but it 1s just not the normal com- 

etitive fight about who sells oranges in a particular grocery store. 
his is important. 

Now, we could accomplish these objectives of total civil airpower in 
the same way the Russians have. Or we can continue to follow the 
traditional American approach and utilize the vigor and ingenuity 
of private enterprise. 

t is hard to imagine that anyone would have any question about 
the correct American approach. Yet, unless the military faces up to 
the problems that are created by its competitive activities in the airline 
business, it will weaken the effort of our United States-flag airlines in 
their response to the Russian challenge and produce ultimately a 
second-rate United States air-transport system. 

More important, it will impede the greater development of our car- 
riers and lessen their value in the event of another defense effort. 

This, then, provides a challenge to United States airpower of which 
the Rockefeller report speaks in part. It is a challenge which in 
almost every instance has been met by the foresightedness of the 
airlines of the United States. 

Anything which imposes impediments to the response of the airlines 
to that economic challenge must be assessed and analyzed; if these 
obstacles are unnecessarily created by our own Government, they must 
be carefully investigated. Such achallenge is the Military Air Trans- 
port Service. 

Let’s dispel at once a suggestion that has been made in the course 
of testimony here and elsewhere in the Congress. The tenor of this 
testimony is that MATS has no responsibility to maintain the profit- 
ability or even the continued operation of the United States domestic 
and international airline system. 

With this contention we have no quarrel. We do not feel that it 
is a responsibility of MATS to provide traffic to maintain our sched- 
uled airlines. 

We do contend, however, with complete justification, that it is a 
distinct responsibility of MATS to refrain from diverting traffic 
which, but for the unnecessary operations existence of MATS, would 
utilize existing scheduled airline availability. 

Between now and 1962 the airlines of the United States will invest 
close to $3 billion in the American economy. This includes the pro- 

osed expenditures for flight aqhipreent presently on order, the ground 

Facilities to support them, and additional ground facilities, on long- 
term lease, to be paid for in their entirety by the airlines. 

These planned expenditures are comparatively far in excess of those 
lanned by other major industry groups. They represent, for the 
uture, a greater proportionate increase over 1957 investment than 

that proposed by any other major industry. 
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The scheduled airlines will spend more money per employee and 
will make more expenditures in the future per dollar of 1957 invest- 
ment than any other major industrial group. 

These commitments have been made in reliance on our domestic 
and international traffic requirements and our traffic potential. 

We have contemplated that, in the international field, competition 
will be provided not only through the increasing strength and finan- 
cial stability of foreign-flag airlines already certificated, but also as 
a result of the growing power of the Russian civil airlines, Aeroflot. 

Senator Monronry. I have heard it quoted several times that we 
will double the seating capacity of all of the scheduled airlines of the 
world with the 1961 delivery of the jet transport planes. Would you 
tell us if that is true? 

Mr. Tipton. Let me be sure that I understand that. 

Senator Monroney. I have heard quoted that when the full delivery 
of jet transports, presently on order, arrives, we will have doubled 
the number of seats available for domestic and foreign travel for all 
of the scheduled airlines of the world. 

What I was trying to get was a figure, ascertained from the planes 
on order, as to what percentage of increase in airline-seat capacity 
our American airlines will have on the delivery of the new jets. 

Mr. Tipton. Well, the jets themselves are the ones that produce 
the 9 billion available ton-miles. Now, I don’t know the other part 
of the equation and I will have to furnish that. 

Senator MonroNey. You know the capacity of the planes, number 
on order, and the availability of seats today from our present fleet. 
I think it presents a very great problem as these planes come in service 
and the traffic load is not there. You are liable to face a very severe 
phasing-in period of this new enlargement of capacity with the 
military load going down instead of up. It will throw heavy subsidy 
requirements for any lines that have been on subsidy in the past. 

Mr. Tipton. That is surely the outline of the scope of the problem 
with which the airlines are faced. The airlines we think are doing a 
fine thing in the national interest to expand and improve in this way, 
but let no one be fooled. 

This is a tremendous undertaking and we will need all of the traffic 
that we can get. We will need the sympathetic consideration of our 
problems by our Government, and we will need to continue to receive 
the sympathetic consideration of our problems we have always got, 
even from Congress. 

It is something that should be regarded as a major national effort. 
It is not something that can be considered as just a trick that is going 
to be pulled off by a few airlines. 

Senator Monroney. The traffic load doesn’t stand on its tail and 
climb vertically overnight. 

Mr. Tieron. That is right. It presents real problems. 

We will insert material on that comparison at this point, Mr. 
Chairman. 

Senator Monroney. Thank you. 

(The material above referred to is as follows:) 

Based on current equipment orders, the United States scheduled air carrier 
industry, between January 1, 1958, and December 31, 1961, will take delivery of 


more than 400 jet and turboprop aircraft. It is estimated that these aircraft 
will produce approximately 51 billion available seat-miles annually. This is 
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equal in amount to the available seat-miles produced by the industry fleet of 
1,800 aircraft in the year 1957. Thus, assuming no retirements of the existing 
fleet, the industry will have doubled their available seat-mile capacity by 1961. 
However, some part of the existing fleet of piston-engine aircraft will be retired 
by that date and this factor must be taken into account. For example, if the 
earriers, as they have estimated in the general passenger fare investigation, 
retire more than 500 aircraft of the existing fleet by the end of 1961, they will 
then have an estimated annual available seat-mile capacity by 1961 of more than 
81 billion or about 60-percent increase in capacity over 1957. 

July 18, 1958. 

Mr. Tieton. Future airlift cargo capability is being oa by 
MATS policies. MATS is moving even less cargo and mail, propor- 
tionately, on commercial carriers than it is moving passengers. 

It is increasing not only the number of its schedules in all-cargo 
operation, but the size of the equipment—diverting an even greater 
quantity of commercial cargo lift. 

In so doing, MATS is making it impossible for commercial carriers 
to order additional cargo aircraft to meet potential wartime lift re- 
quirements. 

The MATS excuse is that these heavier aircraft are required for 
outsize cargo. This may be true, but certainly the wartime lift capa- 
bility must include aircraft for regular cargo which MATS will not 
only need in substantial supply, but which MATS should not be ex- 
pected to supply or operate as part of its peacetime mission since it 
can anticipate that these aircraft are now provided by commercial 
carriers, and can be provided in even greater numbers if MATS were 
not preempting, unnecessarily and destrictively, the lift required to 
keep such aircraft active. 

The Air Force has frequently testified to the critical cargo-plane 
shortage in the event of an emergency. At the same time that MATS 
is providing greater cargo lift, it complains that the commercial air- 
lines do not purchase additional cargo aircraft. 

This committee is certainly familiar with the gracious extravagance 
with which foreign airlines have been granted routes not only to gate- 
way points in the United States, but throughout the country. 

We can hope that there will be a more realistic appraisal of equi- 
table bargaining procedures in the future. But we are faced with the 
facts of this competition now and must accept it. 

Senator Scnoerre. I would like to ask at this juncture if the com- 
mercial airlines could handle the bulk of this, much of which requires 
specialized handling in specialized areas, and much of which is a get- 
sees proposition ; isn’t it ? 

Mr. Treron. Yes, sir. 

Senator Scuorrret. What would the airlines do if the pilots strike 
United and American, and some of the other lines, and refuse to take 
anything up? Isn’t MATS free from some of that? 

Mr. Treron. MATS is free from strikes, to be sure. 

Senator ScuorpreL. Isn’t that one of the very serious things that 
the Government must take into consideration ? 

Mr. Trrron. I think that is one of the things that should be con- 
sidered, to be sure, Senator. 

Senator ScHorrreL. We want to be realistic about this and face 
facts, as you find them. We have had some airlines down here for 
weeks and weeks. We have had some of them down for months and 
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months. Let us just face up to the issue—how would you get around 
that? 

Mr. Tieron. Well, the way you get around that is the experience 
that we have had with our industrial relations over the years, and 
that is that while we have had strikes in this industry we have never 
had crippling strikes. Now, that is one point. 

Another point is this, if we were to—if our Government would 
take the position that they can only rely for their needs upon indus- 
try that is free from labor problems, then that would mean that the 
Government would be required to duplicate virtually our entire in- 
dustrial plant because the railroads are subject to strikes, they have 
their labor problems, and they are an essential industry, and yet the 
Government has never felt it necessary to build a paralled system, a 
parallel railroad system. 

You can take industry after industry, steel, for example, which 
is an essential industry that the Government relies on heavily ; there, 
again, the Government has not built its own steel plants. 

Now, like any other private enterprise, that is one of the char- 
acteristics obviously of private enterprise that you do have collective 
bargaining between management and employees, and another char- 
actertistic it carries with it, and it is a good characteristic, is that 
management cannot order, cannot command their employees and sub- 
ject them to court martial if they don’t behave. That is a character- 
istic of our private enterprise system, and yet our Government for 
many, many years has found that they can rely upon that system to 
produce during time of emergency, and that is the answer, I believe, 
to your very proper question. 

Senator Scuorrre.. I am going to be the devil’s advocate on this; 
somebody has to be. 

We say, if MATS would get out of the picture—I don’t think that 
you can take MATS out of the picture to that extent. I think there 
is going to have to be a percentage balancing of the responsibilities: 
that must follow first the pec uliar categories that the Government 
and the Defense Department require, and second the normal trans- 
portation that can go in the ordinary leisurely fashion, if necessary, 
on the commercial proposition. Will we not always have to figure 
that MATS, or some related agency, has got to be in the picture to 
meet the peculiar position that the military defensewise figures it 
must have a call on / 

Mr. Treron. Our position has always been that we think there must 
be a MATS. It is not surprising that the airlines would take that 
position since MATS’ predecessor, the Air Transport Command, was: 
largely created by airline people called to service during the war. 
We think that is right. There must be a MATS to do things that 
commercial carriers cannot do, and, as you pointed out, there are 
many things that we cannot do to support the combat and combat 
training activities of the military. 

But there are a large block of activities that we can do. The air- 
lines we like to think at least are experts in air transportation, and 
they are the best this country has. They know how to do air trans- 
portation. They should be relied upon to do that, and MATS 
should do what it can do best, but there must always bea MATS. 


27557 —10 
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Senator Scuorrret. I believe the airlines generally can perform 
certain phases of it cheaper. There isn’t any question in my mind 
about that, what little information I have. 

Mr. Tieron. We believe that to be the case, and we would hope that 
through the activities of this committee, and the staff, that we can get 
the facts on this, if at all possible. 

Senator Monroney. One of the main arguments some of us on this 
committee have is that MATS, which must be kept in being, has 
provided the service that the private airlines and others cannot hope to 
provide. I refer to a massive airlift for the emergency of a limited 
war. They haven’t equipped themselves or paid any attention to that 
degree of duty, duplicating and paralleling the same equipment, the 
same operation, the same air routes, and not even trying to develop air- 
freight. On airfreight alone MATS could give an impetus, speeding 
it up 5 to 10 years, if they would concentrate and help to prototype 
equipment which would make possible low cost per ton-mile freight 
movement by air. 

Mr. Tipron. I was just going into the subject that the committee is 
very familiar with, and that is the foreign air competition. 

The inroads being made by foreign airlines is great and is growing 
as they receive new routes from the United States Government. 
Thirty-two countries already send their airlines to the United States in 
competition with United States-flag airlines. Nine additional coun- 
tries have been granted routes on which they may commence service at 
their convenience. A number of other countries to which the United 
States airlines operate can request reciprocal rights. (See Charts 5 
and 5a. 

The aidan competitive threat, however, is expected from two 
gronpe of countries. The first group includes the countries of the big 

oreign airlines. These countries are intensifying their competition 
by increasing their services with new aircraft and new frequencies, and 
by pressing for new routes. The second group also poses a serious 
threat. These include, as we have indicated, Russia and the satellite 
countries. Russia will demand very important rights to the United 
States before it will grant rights to United States airlines to that 
country. 

The penetration into the traffic of United States airlines has been 
severe. The 61.6 percent of the passenger traffic over the North 
Atlantic carried by United States airlines in 1948 has already been re- 
duced to 37.4 percent in April of 1958. It was estimated last Septem- 
ber, for instance, that 110 passengers a day, who normally would have 
traveled from the west coast to the east coast by domestic trunk air- 
lines, were instead diverted to polar route carriers, direct from the 
west coast to Europe. 

(See breakdown which follows :) 


| 1 
Eastbound | Westbound Totals 








European passengers from United States west coast directed | 

to polar route carriers (figures for April 1958): 
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Therefore, it becomes increasingly important, in the face of the im- 
balance created by these landing rights to foreign carriers, that eve 
diligence be exercised in curtailing the operations of a totally subsi- 
dized military airline. 

Senator Monroney. Is that all foreign ? 

Mr. Tieton. All bound for abroad. 

Senator Monroney. Is that all foreign flag or is that part by us? 

Mr. Tieron. The 110 passengers were carried by foreign-flag car- 
riers. 

Now, you can see the problem that the United States international 
airlines have encountered from the foreign-flag carriers by the chart 
which is posted on the easel. (See chart 6.) In 1948 the foreign-flag 

carriers were carrying 38.4 percent of the traffic across the Atlantic. 
By 1958 they had increased their share to 62.6 percent. 

Now, that gives us every reason to be concerned about the competi- 
tion of foreign-flag carriers. Now, when you consider the fact that 
the scheduled airline system is facing that kind of problem, and it 
should and possibly does give our Government a great deal of concern 
about the ultimate success of the system, then it is very difficult to 
understand, very difficult to understand why our Government delib- 
erately enters against us also a Government-owned and operated 
airline. 

It seems to me that the policies are in direct conflict. 

Senator Scuorpret. I do not quite understand the chart. Does it 
represent the foreign-flag carriers and have they increased their own 
carrying capacity from 38.4 to 62.6 percent, or have they increased 
or made inroads to that extent between 38.4 and 62.6 percent of all of 
the traffic across ¢ 

Mr. Trrron. It is all of the traffic across. They have increased 
their percentage of that market from 38 to 62 percent. 

Now, I should point out our carriers as well as the foreign-flag 
carriers are each in gross handling more traffic each year. The market 
is getting bigger. 

Senator Scuoerren. That is right. 

Mr. Tieton. But they are getting a bigger share of it. So that we 
have, it seems to us a most amazing conflict. in policy, whereas this 
committee knows we have been faced with foreign-flag competition, 
and are. Possibly we must be. Now, that is tough to meet, and it 
does seem odd with the carriers facing that problem that we should 
also at the same time be facing competition furnished by our own 
Government. 

Senator Scuoerret. Has that been due to cheaper carriage per pas- 
senger, or has it been due to restrictive operating rights on our domes- 
tic companies in these foreign lands? Or, has it been due to a greater 
amount of Government subsidization on the part of foreign carriers 
in those lines? 

Mr. Trrron. I think the answer can be framed this way: It is partly 
the reason that you have emphasized. We are facing a larger number 
of foreign-flag carriers on the Atlantic than we had in the past. More 
carriers have gotten into that market. 

Secondly, they are prepared to exert a greater sales effort in this 
country. ‘As foreign-flag carriers come in they have a certain advan- 
tage against us in their own national groups in the United States, so 
that it is a combination of a large number of problems. Actually, 
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as far as rates are concerned, most of these carriers are charging the 
same rate. The same rate is charged by United States flag carriers as 
foreign-flag carriers on the North Atlantic, and they compete with 
each other on the basis of service, advertising, equipment, relationship 
to national groups, the whole gamut. 

Senator Monroney. Sandwich sizes ¢ 

Mr. Treron. Sandwich sizes was at least at one time thought to be 
a very important element of competition. 

Senator Monronry. May I ask you to clarify this: Does the 38 
percent increased to 62 represent traflic originating in the United 
States, or does it not also represent an increase in traflic originating in 
Europe ? 

Mr. Tirron. It does, it is the total foreign market. 

Senator Monroney. Wouldn’t it be fair to say, then, that it does 
not mean altogether loss of preference to United States-flag lines? 
Instead, European nationals are prone to fly the European airlines 
of their country due to currency difficulties. 

Mr. Treron. That is quite right. 

Senator Monroney. Do you have comparable figures on traffic origi- 
nating in the United States? I think a very interesting way to 
oy ge gage the increase in penetration of foreign competition would 

e to discover how many choose to go on foreign flights on flights 
originating in the United States. 

Mr. Treron. That I think is an important element. 

Mr. Gewirtrz. Mr. Chairman, there is a chart in the Air Transport 
1958 edition of Facts and Figures which shows the foreign penetra- 
tion of the United States market, the United States market being 
looked at in terms of United States citizens, and there you would find 
that in 1949, 60 percent of all of the passengers between the United 
States and other countries were United States citizens. In 1957 that 
figure had risen to about 68 percent. 

Yearwise, the United States-flag lines’ share of all traffic between 
the United States and foreign countries in 1949, when 60 percent of 
the traffic was United States nationals or citizens, was about 78 per- 
cent, with the increase in travel by United States nationals to roughly 
70 percent, our share of all of the traffic declined to close to 60 percent, 
which is a more significant figure in some respects than that because 
we are showing United States nationals, and the extent to which for- 
eign carriers are penetrating and taking away that traffic. 

Senator Monroney. One place I think that foreign lines beat you 
is in their around Europe, intra-Europe excursions. Our American- 
flag lines do not have competitive short line intercapital service be- 
tween European countries, and therefore on an all-expense circle tour 
I think many people find it is cheaper to go by European airways. 
European domestic service is quite higher. It ranges, 1 think, nearly 
50 percent higher for first class than does the same mileage of United 
States service. The tourist is somewhat comparable to first-class 
service in this country, mile for mile. 

Have you any figures on that? 

Mr. Treron. I don’t believe we have any figures on the rate differ- 
ential. 

Senator Monroney. For a 2-hour flight on SAS from Frankfurt 
to Copenhagen, it costs more than to go from Washington to Okla- 
homa or to Kansas on a first-class flight. 
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Mr. Treron. All of those elements are having an impact on us, not 
only numbers but competitive disadvantages here and there, and 
then I think we have to recognize that we are competing, our inter- 
national carriers are now unsubsidized, not only in terms of operating 
expenses, but in terms of capital grants, capital grants that we have 
never gotten from our Government, so that the airlines of the United 
States have done a spectacular job in meeting this competition, and 
they are going to try to doso. 

All we are suggesting here is in meeting the competition that is 
shown on this chart, that is the foreign-flag competition with which 
we are faced, in meeting that competition we also not be forced to 
meet competition furnished by our own Government. 

We think that that is an unsound policy. Here is a little example 
of the type of thing I am talking about of conflicting United States 
policy and this Mr. Staley mentioned this morning. (See chart 1 and 
1A.) Here we havea MATS operation going from Seattle or Tacoma, 
I can’t tell, the airport is the same, from Seattle to Anchorage, we have 
four airlines on that route, Pan-American and Northwest, pretty good- 
sized airlines, and two little ones, Pacific Northern and Alaska Air- 
lines. There are four of them. The two little ones are subsidized by 
the Government, and our Government has been making those two little 
airlines miserable for I don’t know how long, 18 months or so, trying to 
persuade them to merge so there will only be one. 

Here we have that going on. At the same time we are running a 
Government competing service right up the same line. There, again, 
it seems to me that our Government is pursuing a conflicting policy 
greatly to the damage of the carriers. 

I would like, I might say, to endorse what Mr. Staley had to say 
about the operations in Alaska because those operations are hard to 
conduct, and when they are faced not only with all of the difficulties 
that Alaskan operations just naturally produce, when they are faced 
with Government competition, it is doubly hard for them to meet. 

To proceed, Mr. Chairman, to conclude this very long statement, 
I hope we have convinced this committee that destructive and un- 
necessary competition does in fact exist between MATS and the cer- 
tificated airlines. An unresolved question, however, is precisely the 
extent to which it exists and, even more important, what can and 
should be done about it. 

We have attempted to sort out and present as many facts as pos- 
sible. However, considerable data can be made available to you 
which is not readily accessible to us. 

It is not our intention to inquire into military activities which are 
and should be classified. However, this creates a problem for the air- 
lines as well as for congressional inquiry. There is a great deal that 
the airline industry does not know about the operations of MATS 
and are unable to find out. 

There is no such prohibition on a congressional committee. <Ac- 
cordingly, we would respectfully recommend that this committee in- 
quire of MATS within the areas suggested today. 

There is a necessity for airline cooperation. It would seem ap- 
propriate that the results of such congressional inquiry of MATS be 
made available to a representative of the airlines. We have in the 
Air Transport Association personnel with top-secret clearance. They 
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should be entrusted with the results of your inquiry so that with 
MATS and with you a proper assessment can be made of the ma- 
terials presented and the possible resolution of the existing problems 
so that we may attain our objective. 

We va the committee will determine the requirements established 
by the Joint Chiefs for the Military Air Transport Service. This 
is in many respects the core of the problem and one with which the 
airlines are less likely to be advised. And it is, of course, in this area 
that the greatest mischief may be done in the name of national 
security. 

We hope that the committee will determine what are the military 
requirements for peacetime and wartime lift and capability. 

MATS should give the committee a full and complete discussion 
of all of its costs. It is not enough for MATS to make available, as 
they have to the House Government Operations Committee, only 
those costs which in their opinion are properly allocated to the MATS 
operation. MATS’ costs must be viewed not only as military com- 
mand requirements but in the context of an air transport operation. 

We suggest that the committee determine the composition of MATS 
traffic and how that traffic has been and is now routed for the periods 
1953 to date. This inquiry should embrace the following areas: 
Passenger traffic, cargo traffic, mail carried, the priorities assigned to 
each of these types of traffic, the routes flown, the loads both on and 
off season, the direction of the traffic, whether the traffic is casual or 
group traffic, and the nature of the cargo shipped. 

The information should be supplied for the following areas: Within 
the continental United States, domestic traffic carried to ports of 
embarkation, foreign and overseas traffic to ports of debarkation, 
traffic to and from the United States and Bermuda, Latin American 
traffic, traffic to and from all United States Territories and posses- 
sions, and between them and within them trans-Atlantic and trans- 
Pacific traffic, and all traffic carried under contract or by charter. 

Included should be traffic which may not be routed on MATS but 
rather transported by other military and/or naval components in con- 
tract, charter, or any military or naval carriage. 

We suggest the committee inquire of the Department of Defense, 
the Department of the Air Force, the Military Air Transport Service, 
and any and all other related commands as to whether any studies 
have been made, since the creation of MATS, in order to determine 
what is the proper role and size of the command and what its relation 
should be to the commercial airlines. 

This detailed inquiry is necessary in order to successfully evaluate 
the contentions that are being made on both sides of this argument. 

It is also recommended that the committee not confine itself to an 
assessment of aircraft requirements and the MATS mission but in- 
quire also into the capabilities and potential of the commercial car- 
riers in terms of aircraft, personnel, and possible emergency utilization. 

For some time we have been engaged in an effort to etch out an 
acceptable partnership between the commercial airlines and the mili- 
tary. As we have indicated, this has been difficult. Clearly the prac- 
tical approach would be to develop, without the necessity for legisla- 
tion, a joint program. We still hope that this will be possible. If 
not, the Congress should enact legislation which unequivocally sets out 
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the necessity for the Military Air Transport Service’s mission to be 
performed in such a way that there will be no competitive duplication 
with civil airlines. 

Essentially, MATS should move traffic by commercial services in- 
stead of operating a competing airline. A substantial part of this 
traffic can and should be transported by the regularly scheduled com- 
mon carriers. 

Thank you very much, Mr. Chairman, for your patient considera- 
tion of a very long statement. 

Senator Monroney. Thank you very much, Mr. Tipton. We ap- 
preciate the completeness of your statement, the valued statistics it 
contains and the material inserted in the appendix of the record. 

Senator Schoeppel. 

Senator Scuorpren. I don’t believe I have any further questions. 
I am sorry I wasn’t here at the beginning of your testimony, and that 
I had to miss this morning’s session. I will try to read the record on it. 

Senator Monroney. I would like to ask unanimous consent that 
certain diagrams and charts in the statement of Mr. Tipton, par- 
ticularly the airlift potentials of the commercial fleet at present, and 
as of 1961, be included, as well as the charts and maps. 

Without objection, that will be ordered. 

(The appendixes and the charts referred to are as follows :) 
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Foreign- Flag Carriers Out-Carry 
US. International Airlines Across The Atlantic 
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APPENDIX A. EFFORTS OF THE EXECUTIVE DEPARTMENT AND CONGRESSIONAL 
COMMITTEES TO DEFINE THE PRoPER ROLE or MATS 


Considerable credit must be given for the efforts which have been made since 
May of 1954 to provide a pattern of cooperative effort to assure the United 
States, in a period of national emergency, the strongest combined civil and mili- 
tary airlift capability at the lowest possible cost to the taxpayer. 

Since May of 1954 there have been recommendations and endorsements from 
the executive branch of the Government, the Congress of the United States, and 
an advisory commission (the Hoover Commission) delineating the responsibili- 
ties of the Military Air Transport Service and the extent to which commercial 
earriers should be utilized in support of our military objectives. 

The Air Coordinating Committee recommended in a report which the President 
said should be used as a guide by all agencies concerned, that— 

“In determining the extent to which civil air transportation will be used in 
meeting military peacetime and wartime airlift requirements the Department 
of Defense should continue its policy not to engage in competition with private 
industry, and to support the expansion of the Nation’s civil airlift capability on 
an economically sound basis’ (Recommendation No. 3, p. 17, Civil Air Policy, 
May 1954). 

The House Appropriations Committee in its report in 1956 strongly endorsed 
a further statement in that 1954 report of the Air Coordinating Committee to 
the effect that “the Government should to the greatest extent practicable, adjust 
its use of air transportation so as to use exising unutilized capacity of United 
States air carriers.” 

The Senate Appropriations Committee expressed concern in 1956 with the 
air transport practices of the Department of Defense and its report (S. Rept. 
2660, 84th Cong., 2d sess., June 1956) stated : 

“* * * that the Department of Defense should, in the future, utilize the 
service of commercial transportation to the fullest extent possible when it is 
more economical, and that in evaluating relative costs of transportation, the 
Department of Defense should recognize the element of time saved as an im- 
portant factor” (p.8). 

The Commission on Organization of the Executive Branch of the Government, 
popularly known as the Hoover Commission, after intensive study made its 
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report to Congress on transportation in March 1955 and in that report recom- 
mended— 

“That the peacetime operations of the integrated military air transport service 
be restricted and realistically limited to persons and cargo carefully evaluated 
as to necessity for military air transportation and, only after commercial car- 
riers have been utilized to the maximum practicable extent, should transporta- 
tion on service carriers be authorized” (p. 59, report to Congress; italic added). 

The Senate Appropriations Committee felt obligated to inciude in its report to 
the 85th Congress the following statement : 

“* * * we do not feel that sufficient effort has been made by the Department 
of Defense in the international and overseas field to adjust its use of air trans- 
portation so as to use existing unutilized capacities of the United States air 
carriers.” 

Just last week, the House Appropriations Committee issued its report with 
these views: 

“It is most important that our military forces be highly mobile and capable 
of moving rapidly to any area of the world should trouble develop. We do not 
have enough mobility at present and steps should be taken to work out more 
realistic plans for the essential airlift portion of this requirement. The com- 
mittee reaffirms its views that the airlift requirement should be met by a com- 
bination of military and civil capability. 

“The civil reserve air fleet must be depended upon to provide a substantial 
amount of airlift should the United States become involved in either local or 
general war. To be fully effective the civil reserve air fleet must be modern and 
capable of being quickly mobilized. In order to promote an atmosphere in 
which this civil capability can operate and modernize, the Government must not 
create undue competition with private industry. The Military Air Transport 
Service is the largest air transport service in the world. The committee ques- 
tions whether this operation is not creating undue competition for private enter- 
prise. On the other hand, the committee heartily endorses the necessity in 
peacetime for a hard-core, efficient, and immediately responsive Military Air 
Transport Service. The basic problem is the establishment of an equitable com- 
bination of military and civil capability. 

“The committee feels that adequate arrangements can be developed by fair and 
objective cooperation to foster the growth of the civil fleet and at the same time 
maintain an effective Military Air Transport Service.” 


APPENDIx B. PROPOSED AIRLINE CAPITAL EXPENDITURES AND THOSE PROPOSED 
<XPENDITURES CONTRASTED WITH OTHER INDUSTRIES 


PROPOSED AIRLINE CAPITAL EXPENDITURES 
The airline industry proposes in the next 5 years to invest close to $3 billion in 


t 
the American economy. 
The present estimates of these expenditures are broken down as follows: 


Flight equipment presently on order or planned_____-__------~~- $2, 513, 000, 000 
Ground facilities presently on order or planned____---~-~~- cael 247, 000, 000 
Ground facilities covered by capital made available by others but 

to be paid for by the airlines_____--_-__ caecerigstea al ndisnaiiespast se cagaibohe 216, 000,000 


AIRLINES OUTSPENDING OTHERS 


Airline planned expenditures for the period 1958-60 are comparatively far 
in excess of expenditures planned by other major industry groups. The future 
expenditures of the airlines will represent a greater increase over 1957 invest- 
ment than any other major industry. The airlines will be spending more money 
per employee than any other major industry group with the excepiton of one, and 
with the exception of this same industry (gas and electric utilities) the airlines 
plan more expenditures per dollar of 1957 sales than any other major industry. 

These figures are reflected in the four tables attached. 
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Air Transport Association—Summary of airline capital investment program 


[Digits below the millions deleted] 


To be invested by airlines: 

Flight equipment presently on order 
eS. cit Bapomeeisinn 
Ground facilities presently on order 
SE Mini canecgcnesascnccme 
Total to be invested by airlines_. 

To be invested by others for airlines: 
Flight equipment 
Ground facilities 


Financing already arranged-_-_..---...---- 
Additional financing required 


Capital structure, Dec. 31, 1957: 
Long-term debt 
I a ie wn imebincil 
Surplus (capital and earned) 


Year in which expenditure will be made 











Amount 
Prior to | 1958 | 1959 | 1960 | 1961 | After | Year not 
1958 1961 | available 
$2, 513 $133 | $407 | $736 | $793 | $258 | $186 |_......... 
247 1 83 62 62 34 5 hates 
2, 760 134 490 798 855 292 TD Ain cagencie 
Gh dithes hiked dan auid sad sisdead ohracah $4 
216 63 107 15 Me LiddaieNeed «WMiiaest ace 
erat ate crit tte mnaiion sesh aieeneiteahaasdiaiaeenlll =e 
2, 980 197 | 597] 813] 886] 292| 191 4 
es pss | Ss —_ eee lee = = Sees 
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TABLE A.—Hapenditures on new plant and equipment, 1957-60, airlines and 
major industry groups 


{Millions of dollars] 


Planned expenditures 











Industry groups Actual ex- a 
| penditures 
1958 1959 1960 
Airlines !___ , vane ; 2 $467 $490 $798 $855 
Primary iron and steel _-_-_-_-_-_- : 1, 844 | 1, 309 733 748 
Electrical machinery and equipment-_-- Ai 599 | 623 604 652 
Machinery except electrical ___- at 1, 043 887 916 
Motor vehicles and equipment. Lent 58 | 709 638 651 
Stone, clay, and glass products-__--__--_-- Lobel 572 493 426 | 455 
Food and beverages-_-----_- | 850 | 819 | 795 654 
Textile mill products_-._..-._- oe 408 347 296 313 
Paper and allied products___- LS 811 | 527 | 443 474 
Chemicals and allied products-_------ Wain 1, 724 | 1, 569 1, 349 1, 349 
Rubber products...--....--..@ ou eh 200 | 172 | 191 210 
Railroads. - --.----- -} Si 1, 396 | 796 | 796 868 
Gas and electric utilities... %_- enasameeailel 6, 197 | 6, 354 | 5, 733 5, 339 
| 
Planned expenditures as percent of 1957 actual 
‘ec. aay a ee kere 
| 1957 | 1958 1959 1960 
ae ————— 
Airlines : 2 100.0 104.9 | 170.9 183. 1 
Primary iron and steel_ _- 100. 0 |: 71.0 39.8 40.6 
Electrical machinery and equipment 100. 0 104.0 100. 8 .8 
Machinery except electrical e 100. 0 81.8 69. 6 71.8 
Motor vehicles and equipment- 100.0 | 67.0 60.3 61.5 
Stone, clay, and glass products_ 100. 0 86. 2 74. 5 79 5 
Food and beverages. -- - -- 100. 0 96.4 | 93. 5 76.9 
Textile mill products--- : 100.0 85.0 72.5 | 76.7 
Paper and allied products 100. 0 65. 0 54. 6 58. 4 
Chemicals and allied products 100. 0 91.0 78.2 78.2 
Rubber products. -- , 100. 0 86. 0 95. 5 105. 0 
Railroads. - -- , 100. 0 57.0 57.0 62. 2 
Gas and electric utilittes _ _- 100. 0 102. 5 | 92.5 86. 2 


! Trunklines, international, and local service carriers. 

212 months ended Sept. 30, 1957. 

Sources: Expenditures for new plant and equipment—Airlines: Airline reports to CAB, form 41. Data 
for future supplied by carriers; other: McGraw-Hill, Annual Survey of Capital Spending, Business Week, 
Apr. 19, 1958, 


27557—538——-11 
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TABLE B.—Eapenditures on new plant and equipment, airlines and major 
industry groups 


PER DOLLAR OF INVESTMENT, 1957-60 


Actual Planned expenditures 
Total invest- | expenditures, (millions) 
Industry groups ment, 1957 1957 
(millions) ? (millions) 
1958 1959 1960 


NE cic ain a aciiasncinskl tp tttecUbioen (an ests : $1, 492 2 $467 $499 $798 
Primary iron and Steel. ....... -...-.--.-- : 13, 746 1,844 | 1,309 733 
Electrical machinery and equipment ; 8, 931 599 623 604 
Machinery except electrical era ie 15, 936 1, 275 1, 043 887 
Motor vehicles and equipment---_---_-_- tail 11, 345 1, 058 638 
Stone, clay, and glass products- - - -- wobaiky 5, 784 572 426 
Food and ‘beverages s wa ; 14, 625 850 795 
Textile mill products--_-.-..._.._--- sides 6, 909 408 226 
Paper and allied products ‘ : 7, 256 811 § 443 
Chemicals and allied a 16, 148 1,724 1, 349 
Rubber products ae 3, 172 200 191 
ec + > bhdeonacee Pe us « <tc teainaies 3 26, 796 1, 396 796 
Gas and electric utilities. ....................-- 3 38, 771 6, 197 








PLANNED EXPENDITURES PER DOLLAR 




















1957 actual 
Airlines --_- Se ee inlertickis pe ae en aaas 2 $0. 31 $0. 33 $0. 53 $0. 57 
Primary iron and steel_____- ie iG gelieieetinad a .13 .10 | . 05 . 05 
Electrical machinery and equipment... pei Sse se . 07 .07 .07 .07 
Machinery except electrical equipment_. | . 08 .07 . 06 . 06 
Motor vehicles and equipment ____-__- : a .09 . 06 . 06 . 06 
Stone, clay, and glass products__- eet cacae a | .10 . 09 .07 .08 
Food and beverages. -- - have bn sin eegenaseetadaeiel . 06 . 06 .05 . 04 
Textile mill products___..-.-.-_--- ain el . 06 . 05 . 04 . 05 
Paper and allied products A co ie aha ll .07 . 06 .07 
Chemicals and allied eons eae se aacaeaid ne a .10 . 08 | . 08 
Rubber products-_- es dane Oke eakerepatep ean . 06 - 05 . 06 -07 
Railroads _ at coma aciasdtaehw es’ uae 05 . 03 . 03 . 03 
Gas and electric utilities... __. - asia nach eckhiabindiayiaaninnas . 16 -16 -15 | .14 
| 





1 Trunklines, international, and local service carriers. 
2 Sept. 30, 1957. 
3 Dec. 31, 1956. 


Sources: Expenditures, see accompanying table A; investment (net worth plus long-term debt), airlines, 
earrier reports to CAB, form 41; manufacturing, FTC-SEC Quarterly Financial Report for Manufacturing 
Corporations, 3d quarter 1957; railroads, Interstate Commerce Commission, Transport Statistics in the 
United States; gas and electric utilities, FPC and American Gas Association. 
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TABLE C.—Eapenditures on new plant and equipment, airlines and major 


industry groups 


| Average 





PER EMPLOYEE, 1957-60 


Actual ex- Planned expenditures 


employees | penditures, (millions) 
Industry groups 1957 1957 Bw et pee 
| (millions) | | 
| |} 1958 | 1959 1960 

a — rarer ee ee 
Airlines !___...-...-- ‘ | 144, 000 | 2 $467 | $490 | $798 $855 
Primary iron and steel______- 872, 000 1,844 | 1,309 | 733 | 748 
Electrical machinery and equipment. .__-_- 1, 225, 000 599 623 604 | 652 
Machinery except electrical____ 1, 693, 000 | 1,275 | 1,043 | 887 916 
Motor vehicles and equipment. 807, 000 1,058 | 709 | 638 651 
Stone, clay and glass products. | 547, 000 | 572 | 493 | 426 455 
Food and beverages. . - | 1, 518, 000 | 850 | 819| 795 | 654 
Textile mill products. : 1, 004, 000 | 408 | 347 296 | 313 
Paper and allied products. -- 576, 000 811 | 527 443 | 474 
Chemicals and allied products- 834, 000 | 1,724 | 1,569] 1,349 1, 349 
Rubber products- - * 265, 000 200 | 172 | 191 | 210 
po Ee 1, 126, 000 1, 396 796 796 868 
Gas and electric utilities. 578, 000 | 6,197 | 6,354 | 5,733 | 5,339 


Airtines.........<.. 

Primary iron and steel. - 
Electrical machinery and equipment 
Machinery except electrical_ -_ -- 
Motor vehicles and equipment. 
Stone, clay, and glass products. 
Food and beverages-- 

Textile mill products_- ‘ 
Paper and allied products_- 
Chemicals and allied products-- 
Rubber products-_.. : 
Railroads. - - - 

Gas and electric utilities___. 


PLANNED EXPENDITU 


JRES PER EMPLOYEE 


1957 1958 1959 
$3, 240 $3, 403 $5, 542 
2,110 | 1, 500 840 
490 510 | 490 
750 | 620 | 520 
1,310 | 880 | 790 
1,050 900 | 780 | 
560 540 | 520 | 
410 350 | 290 | 
1, 410 910 | 770 
2, 070 | 1, 880 1, 620 
750 | 650 720 
| 1, 240 | 710 710 
| 10,720} —-10, 990 | 9, 920 
| | | 


1 Trunklines, international, and local service carriers. 


212 months ended Sept. 30, 1957. 


Sources: Expenditures, see accompanying table A; employment, 


Labor Review, March 1958, table A-2. 


1960 


$5, 938 
860 
530 
540 
810 
830 
430 
310 
820 
620 
790 
770 
9, 240 


_ 


Bureau of Labor Statistics, Monthly 
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Tas_e D.—Eapenditures on new plant and equipment, per dollars of sales, 
1957-60 
- AIRLINES AND MAJOR INDUSTRY GROUPS 


} | 


Actualex- | Planned expenditures 
Total sales, | penditures, | (millions) 

Industry groups 1957 (mil- | 1957 (mil- 
lions) ! lions) 


Airlines 2 $2, 116 $467 

Primary iron and stee] | 21, 120 1, 844 
Electrical machinery and equipment 21, 189 599 
Machinery except electrical equipment | 29, 315 , 275 
Motor vehicles and equipment. -- 26, 556 , 058 
Stone, clay and glass products.................--.--| 8, 235 | 572 
Food and beverages. ................--.- 47, 355 850 
een Ger reaene........00b...........J22 Ud. 13, 253 408 
Paper and allied products campanees 10, 634 | 811 527 
Chemicals and allied products. --_-- | 23, 330 1, 724 
Rubber products Sik int SURG ace 6, 407 200 
SE ic ccdd nas telabennanes L di. 211, 500 1, 396 796 

Gas and electric utilities___....._...- . Se 3 11, 633 6,197 | 6,354 











PLANNED EXPENDITURES PER DOLLAR OF 1957 SALES 


mee . ae 
1957 actual 1958 1959 





Airlines. ___- IU SR cow ncitytd. $0. 22 | $0. 23 | $0. 38 | 
Primary iron and steel ae ‘ . 09 . 06 | . 03 | 
Electrical machinery and eqt 1ipment_- .!) | . 03 . 03 | . 08 
Machinery except electrical equipment. cateteaoion . 04 | . 04 | . | 
Motor vehicles and equipment. -_-__________- 04 | . 03 02 | 
Stone, clay, and glass products.__............-.....--- .07 . 06 | 05 | 
Food and beverages. _- : enwagtntod . 02 . 02 | .02 | 
Textile mill products_- sci ARE icteric . 03 | . 03 | 02 | 
Paper and allied products_- Rivka ERR cau wesieid . 08 | . 05 | ‘04 | 
Chemicals and allied produets waa vue es .07 | .07 . 06 | 
Rubber products____-..__..-- niece Sic . 03 . 03 | 03 | 
SIG ib ben ee cst d te awen .12 | . 07 . 07 | 
Gas and electric utilities. . 53 | . 55 





112 months ending Sept. 30, 1957. 
2 Full year 1957. 
3 1956. 


APPENDIX C. THE CIvIL AERONAUTICS ACT OF 1938 AND THE OBJECTIVES OF 
COMMERCIAL AVIATION 


THE PURPOSES OF THE ACT 


The Civil Aeronautics Act of 1938 has been referred to as the charter of 
United States civil aviation. 

An examination of the legislative history of the Civil Aeronautics Act, and 
of the many bills which Congress considered prior to passage of that act, 
indicates that providing for the national defense was one of the principal 
reasons for the passage of this legislation. In March of 1937, the Senate 
Commerce Committee, in response to a resolution of the Senate, presented to 
that body an exhaustive report, the product of 20 months intensive work by 
the committee, on the state of civil aviation in the United States and the steps 
that should be taken for its promotion and development. This report formed 
one of the important source materials upon which the Civil Aeronautics Act 
was based. The portion of the report entitled “National Defense Policy” indi- 
cates clearly how important to the national defense was the country’s commer- 
cial air transportation system. This portion of the report reads in part as 
follows: 

“In view of the emphasis rightly placed upon the value of civil aeronautical 
endeavor in the field of national defense, it may be well to summarize America’s 
policy on this subject. * * * Any great war is now likely to begin with engage- 
ments between opposing aircraft, either sea or land based, and early aerial 
supremacy will be an important factor. An aeronautical program, complete 
in all essentials, is therefore absolutely essential to the national defense. 
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“* * * Military airplanes, in time of peace, cannot be advantageously stored 
in large quantities, as can guns, for example. This is the premise which leads 
to the conclusion that there must be maintained in time of peace a satisfactory 
nucleus of a wartime aeronautical force. By a ‘satisfactory nucleus’ is meant a 
number of aircraft manufacturers and aircraft users distributed over the 
country and operating on a sound financial basis, creating an industry that is 
capable of rapid expansion to meet the Government’s needs in an emer- 
gency. * * * Consequently, the general condition, productive capacity, and oper- 
ative ability of our commercial aircraft establishments are of national concern. 
In time of peace, America should encourage and never hamper any well-con- 
ceived form of commercial endeavor in aeronautics” (Congressional Record, 
March 19, 1937, p. 3121). 

The importance of a strong commercial air transport system to the national 
defense was also recognized in the House of Representatives. During the de- 
bate on a revision of the airmail laws, legislation which was one of the steps 
preliminary to the passage by Congress of the Civil Aeronautics Act pointed up 
very clearly was the essentiality of commercial air transportation to the national 
defense program of the Nation. In discussing this aspect of the proposed legis- 
lation, it was stated: 

“* * * air transportation is one of the most essential of this Nation’s industrial 
enterprises. Not just because of the commercial usefulness of the airlines, nor 
because of their value in connection with the postal service, but more particu- 
larly from the point of view of the national defense program of the Nation. * * * 

“* * * our commercial air-transport industry is directly the supporting serv- 
ice for cur miiltary air forces. Just as the Navy requires an adequate American- 
operated commercial fleet to supplement its needs in time of emergency, and with- 
out which the Navy would be seriously handicapped, due to its lack of sufficient 
ships of supply and with transport facilities, so also the Air Force will require 
that its facilities be supplemented by commercial airplanes in order to fully 
and properly function in time of need. 

“Today were the air forces called upon to assemble at a given mobilization 
point removed from the numerous existing airbases, it would be necessary to 
effect such mobilization on the instant. However, the Army Air Corps, lacking 
sufficient freight and cargo planes in the service, would of necessity be forced 
to call upon the privately and commercially owned planes of the Nation in order 
quickly to transport the desired personnel and the necessary equipment and 
supplies needed for such a mobilization in case of emergency. Moreover, such 
an emergency itself would bring about an increased demand upon the existing 
airlines to shoulder a volume of traffic far beyond anything heretofore experi- 
enced in the matter of peacetime commercial passenger and postal traffic. At 
such a time the demands for fast and immediate transportation would reach 
such a volume—transportation of passengers and freight, essential movements 
of military personnel as well as of important civilian personalities, hurried move- 
ments of essential military supplies as well as of necessary civilian freight needed 
for both military and civilian manufacturing and production—all this would 
reach such a volume as to tax the utmost resources of the Nation. 

“The complete expansion of existing air-transportation facilities cannot be too 
rapid for the welfare of the country. * * * 

“In order to construct adequate transport airplanes for our military air forces 
would place an unnecessary burden upon the Government. This is especially 
true, as during peacetime the need for numerous cargo and transport ships does 
not exist. It is only in the time of an emergency that such a need arises. Dur- 
ing an emergency it would be too late to attempt to supply this deficiency, as 
the aviation manufacturing concerns would be taxed to capacity to fill the require- 
ments for the construction of additional fighting ships. Only in time of peace 
could the facilities of our factories be utilized to produce an adequate number of 
transport ships, and in the interest of governmental economy such ships should 
be purchased by the airlines now operating for use in their own commercial activ- 
ities. However, all such ships would be available for use by the Air Corps and 
all commercial flying in time of emergency would be subject to regulation by 
the Government” (Congressional Record, Aug. 16, 1937, pp. 11510-11511. Empha- 
sis added). 

It is clear, therefore, that one of the principal considerations of the Congress 
in passing the Civil Aeronautics Act was to provide for the national defense of 
this country. 
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THE REQUIREMENTS OF THE ACT 


The Civil Aeronautics Act embodies a comprehensive regulatory scheme which 
has as its keystone the principle of regulated competition. The basic adminis- 
trative tool provided for regulating competition is the power of the Civil Aero- 
nautics Board, an independent judicial regulatory agency, to grant or deny eco- 
nomic operating authority in the form of a certificate of public convenience and 
necessity, to be issued only after public hearing. 

Such authority may be issued only where it is demonstrated that the public 
convenience and necessity require the services of the carrier in question and that 
the carrier is fit, willing, and able to provide the service. Thus, the statutory test 
is not the private interest in the development and maintenance of a strong na- 
tional air transportation system. To guide the Civil Aeronautics Board in ad- 
ministering its powers, Congress, in the Civil Aeronautics Act, specified certain 
standards which are to be observed. In determining public convenience and 
necessity, Congress declared that the Board must, among other things, take into 
account the regulation of air transportation in such manner as to assure the 
highest degree of safety in, and to foster sound economic conditions in, such air 
transportation, the promotion of adequate and economical service at reasonable 
charges without unfair or destructive competitive practices, and competition to 
the extent necessary to secure the sound development of an air transportation 
system properly adapted to the needs of commerce and the national defense. 

Obviously this system cannot grow and develop, to meet these needs, if some 
commercial operations are regulated and some are unregulated. It would ac- 
complish nothing for the CAB to carefully weigh and determine what competi- 
tion over domestic or foreign routes is desirable, in the public interest, between 
two certificated airlines, if commercial-type operations, which divert millions of 
dellars of air traffic from them, are permitted to be carried on free from any 
control by that agency. Such a situation must, sooner or later, stultify the 
Civil Aeronautics Act. 


THE DEVELOPMENT OF THE CONCEPT OF REGULATED COMPETITION——-DOMESTICALLY AND 
INTERN ATION ALLY 


The Civil Aeronautics Act set out these guiding principles which underlie— 
or must be considered to underlie—all of the economic decisions of the Board. 
The primary principle is set out in section 2 (a) of the act as follows: 

“The encouragement and development of an air transportation system properly 
adapted to the present and future needs of the foreign and domestic commerce of 
the United States, of the postal service, and of the national defense.” 

It is not intended to use this forum for the purpose of elaborating on the 
concept of regulated competition, balanced competition, regulated monopoly, or 
any other concept which might be used to describe the system of air transporta- 
tion certificated by the Civil Aeronautics Board since 1938. 

Contained within the volumes of the CAB’s economic reports are the many 
reasons which have been given to justify either a route certificate or the denial 
of one. However, the route map of the United States in 1938, as contrasted with 
the route map of our existing domestic transport system in 1958, demonstrates 
sufficiently that a competitive system has been created ; that there are few cities 
of substantial size in the United States without air service; that service to virtu- 
ally every principal pair of traffic-producing cities is competitive; and that it is 
almost impossible not to be able to fly from nearly almost every point in the 
United States to close to almost every other point. 

In the international field, and we would include here services to, from, and 
between United States Territories and possessions, there is a quantum of service 
undreamed of at the time of the act’s conception. 

It takes only a glance at the route maps of 1938 and 1957 to reveal not only 
the increase in certificated services by United States-flag carriers but the extent 
to which this service has been duplicated, triplicated, and quadruplicated, at 
least, over the years. Parenthetically, across the Atlantic the so-called blue 
ribbon route, there are three United States carriers competing with a dozen 
foreign-flag airlines. 

The Board’s competitive certifications exist, and they must have been created 
in order to provide balanced competition and not just to provide competition 
solely for competition’s sake. It must have been intended by the Board that 
the competition was created in the interest of economic operation and financial 
feasibility. Although the airlines are regulated public utilities, they are pri- 
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vately owned and those with equity in airline companies are at least entitled to 
look forward to reasonable returns on their invested capital. 


THE DEVELOPMENT OF A DOMESTIC ROUTE SYSTEM 


There is no basis for argument that a domestic Military Air Transport Service 
is necessary in order to provide service to points which otherwise would not 
receive air service. The domestic route system consists of so-called trunklines, 
which are the long-haul carriers, local service airlines, and all-cargo operators 
and helicopter airlines. 

If any one of these does not now provide service to or substantially close to 
a military or naval installation, such service could be quickly provided in the 
interest of the national defense. So there must be some overriding reason for 
any domestic operation by MATS in order to justify it. 

The unused capacity of our United States domestic airlines is available to the 
military and is not being used to the fullest extent possible in the interest of 
the national defense. 


THE DEVELOPMENT OF AN INTERNATIONAL ROUTE PATTERN 


Our domestic air transport system must be convertible immediately into the 
war air service pattern. However, it is important also to underscore the “na- 
tional defense’ argument as it relates to international certifications. Since 1946, 
without exception, the Board’s opinions granting additional international routes 
have stressed the importance of these overseas air operations as a matter of 
national defense importance. 

In June of 1945, in its decision certificating competitive services over the North 
Atlantic, the Board stated : 

“The pattern of United States air transportation across the North Atlantic 
involved in the present proceeding must, in accordance with the Civil Aero- 
nauties Act, be one best adapted to the present and future needs of the foreign 
and domestic commerce of the United States, of the postal service, and of the 
national defense. This pattern must not be limited by the prospects of the 
immediate future but must reflect the long-range future for air service. While 
it is true that additional service can be authorized in the future, we believe that 
we should now proceed as vigorously and as promptly as possible in the develop- 
ment of this comparatively new means of travel and trade.” 

In the Pacific case, decided in June of 1946, the Board discusses the impor- 
tance of increases in traffic in the postwar period to the Orient and notes the 
rehabilitation requirements in the Far East, the community of interest with the 
Territory of Alaska, particularly in terms of the United States Army, and other 
related factors as the principal points on which additional service was created 
across the Pacific and into the Orient. 

In August of 1946 the Board, in granting a route across the South Atlantic to 
Pan American World Airways, stated : 

“We consider it important on grounds relating to the national defense to 
maintain a connecting link across the South Atlantic. During the late war the 
existence of a route segment such as this was of great importance. Millions of 
dollars were spent by the United States in the creation and maintenance of a 
base at Ascension Island. That base not only enabled continued flying across 
the Atlantic at times when other routes were closed, but, because of the shorter 
overseas distances that flights by way of Ascension Island involved, fighting 
craft incapable of longer Atlantic flights could be flown directly to the European, 
Mediterranean, and Middle Eastern theaters of war. Indeed, should some hap- 
penstance occur making the Azores temporarily unavailable, the existence of an 
alternate route over the South Atlantic would be of immeasurable value. 

“Under our congressional mandate the national defense is an explicit objec- 
tive to be attained in the establishment of an international route pattern. The 
Congress, in the declaration of policy set forth in the act, recognizes the national 
importance of the development of commercial routes and bases to potential 
defense needs. The record shows that Ascension Island has already an active 
history of vital use in this respect and that, in terms of hemispheric defense, 
its utility as a base is significant.” 

In making this route award, the Board admitted that the certification would 
be costly and pointed out that the “value for commercial purposes of operating 
this route segment is small.” The Board stated further that “ordinarily such a 
cost would deter us from certifying this route. But considerations of national 
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defense for the certification of this route have been advanced by high levels of 
the War and Navy Departments and of the Executive. Their interpretation of 
‘national defense’—an objective that under the act we must heed—weighs 
heavily as against economy of operation.” 

More recently, in certificating Seaboard & Western Airlines, Inc., to engage 
in an all-cargo operation across the Atlantic to Western Europe, the Board cited 
the Department of Defense as a basis for its decision. 

“* * * The Department of Defense has announced an unequivocal position 
‘favoring the establishment and expansion of civil air-cargo service’ across the 
Atlantic Ocean. In support of its position, its witness testified, inter alia, that: 
(1) the purchase and operation by the air transport industry of long-range air- 
craft in cargo configuration which can be converted expeditiously to military 
use is in the interest of the national defense; (2) international developments 
emphasize the need for transatlantic air-cargo service; (3) present air-cargo 
service provided by United States-flag lines is considered inadequate to meet 
military and civil requirements; (4) it is not considered that a well-developed 
transatlantic air-cargo industry is in existence at this time; and (5) the Depart- 
ment of Defense has an existing requirement for additional air-cargo service to 
Europe.” 

The Board stated further : 

“* * * certification of an all-cargo carrier would more effectively meet the 
national defense needs. Not only would the new carrier insure the prompt avail- 
ability of additional all-cargo aircraft, but the competition engendered thereby 
would undoubtedly stimulate the expansion of such service by the existing 
carriers.” 

In every one of these opinions there is reference to the stimulus of healthy 
competition, the prospects for potential mass transportation, the broadest and 
most intensive prospective development of equipment facilities and services, and 
the increases in trade and travel, particularly with reference to the “rehabilita- 
tion of war-torn areas.” 

Accordingly, it can be assumed that part of the potential traffic which justified 
the creation of a global civil air transport system would necessarily come from 
the entire reservoir of the American traveling public, including but not limited 
to military and naval personnel as well as governmental officials who would be 
involved in the postwar travel renascence. 


THE GROWTH OF COMMERCIAL AVIATION 


Air transportation has grown since the passage of the 1938 act. In the course 
of time, it has developed a strength of incalculable value to our Military Establish- 
ment. 

The following figures are self-explanatory. 
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The figures set out below illustrate that the increased fleets of aircraft have 
ibeen put to productive use: 








[In millions] 

Passenger- Mail ton- Cargo ton- 

miles miles miles (express 
and freight) 

515 7 2 

3, 810 68 31 

7, 049 39 54 

7, 920 46 98 

7, 872 55 148 

8, 827 62 190 

10, 241 69 271 

13, 202 87 295 

15, 619 93 330 

18, 234 99 347 

20, 599 119 353 

24, 340 142 434 

27, 612 152 504 

31, 343 161 554 














Advances in commercial aviation are by no means limited to those repre- 
sented in the foregoing figures. With respect to aircraft and equipment, enor- 
mous progress has been made in powerplants, both reciprocating and turbine; 
in propellers; in aerodynamics and controls as they affect the efficiency and 
safety of flight; in accessories and equipment, including mechanical, hydraulic, 
and electronics developments; in fuels and lubricants, in instrumentation, and 
in other categories. 

The 1049H series can haul up to 43,000 pounds, almost 5 times as much as 
the DC-3, which was the finest piece of equipment in use in 1938. Its range 
is also nearly three times that of the DC-3. The airlines now own more than 
900 aircraft capable of carrying payloads across the oceans. In 1938, the sched- 
uled transcontinental time from New York to Los Angeles was 1544 hours, and 
the trip involved several stops. Now the flight is nonstop and requires only 
714 hours. Similar savings in time are realized on virtually all trips. 

Exceptional progress has been recorded in dispatching and operational ef- 
ficiency, meteorological, and other operational categories. The airlines have 
been partners in progress in the development of air-navigation facilities, radio 
and radar equipment, which have significantly improved the reliability and use- 
fulness of air transport service. Progress in all fields has been continuous, 
and the airlines are now at the threshold of even greater progress. 

The airlines have also registered outstanding advances in passenger service 
and in making air travel attractive. These and many other improvements have 
combined with technical and operational advances to move air transportation 
ahead of the railroads and the buslines, in terms of intercity passenger-miles. 

All of these are of immeasurable value to the military, particularly when 
coupled with the projected capital commitments which have been made and 
which will reflect themselves in the addition of infinitely more capacity and 
capability to be phased in between now and the end of 1962. 


Senator Monroney. Thank you very much for your helpful interest 
in this problem. 

Mr. Treron. Thank you, Mr. Chairman. 

Senator Monroney. Our next witness is Mr. Fred Atkins, Central 
Air Transport, Burbank, Calif. 

Mr. Atkins, will you come forward, please ? 

Mr. Arxins. Thank you. 
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STATEMENT OF FRED R. ATKINS, PRESIDENT, CENTRAL AIR 
TRANSPORT, INC., BURBANK, CALIF. 


Senator Monroney. Will you identify yourself? We are happy to 
have you. I understand you have to get back to California tonight, 
and we are taking you ahead of Mr. Hammond, who was scheduled 
to appear next. 

r. Arxins. Thank you, Senator Monroney. 

First, I would like to say I appreciate the opportunity to appear 
before this committee. 

My name is Fred R. Atkins, president of Central Air Transport, 
Inc., of Burbank, Calif., a supplemental air carrier operating under 
authority and control of the Civil Aeronautics Board. 

My company is a member of the Independent Airlines Association, 
the trade association and agent for 24 supplemental carriers. Our 
essentiality to adequate national defense is best attested to in the fol- 
lowing passage from an April 4, 1958, letter to the association from 
the Honorable Perkins McGuire, Assistant Secretary of Defense: 

The preservation of those airlines comprising your association is of genuine 
concern to us. In any future military action, your group would, unquestionably, 
make a vital contribution. 

Despite Secretary McGuire’s welcome words, you are looking at 
an airline operator who may be forced out of existence because of a 
steady decline in MATS business. In August 1956, my company, 
with its 2 convertible-type DC—4’s, carried 618 passengers for MATS 
from Travis Air Force Base, Calif., to Tokyo, and about 93 tons 
of cargo on the return trips. This was the high point of our service 
to MATS. Today we have a small fraction of this business). MATS 
is performing $250,000 worth of business monthly which Central Air 
Transport could handle. Last year, my company sustained a heavy 
loss, and my roster of pilots and navigators has decreased from 42 
to 14. 

These men have an average experience of 12,000 flight-hours, in 
heavy-transport-type re It has taken them 15 years or 
more to acquire this valuable skill by flying to all parts of the free 
world, many times under emergency conditions. There were not al- 
ways reinforced-concrete runways at the other end, either. Today 
these men are being wasted, and their experience, a vital national 
asset, is being lost tothe country. The flight crews and other personnel 
thrown out of work by this decline—and now on unemployment com- 
pensation or on other jobs—will soon be lost forever to this Nation’s 
airlift capability, unless they can be put back in their jobs. 

Senator Monroney. Would you amplify what it means to a pilot, 
particularly one of the experience that these men have had, to 
forced out of their lifetime work and, probably, the only specialty 
they have, and then to find work in private employment? Do you 
find they are apt to go back into airline work again or transoceanic 
flying after moe | have been selling products or finding work in other 
nonflight areas 

Mr. Arxins. Well, Senator Monroney, I would say that, after a 
year, 6 months to a year, of being away from flying, most of them 
wouldn’t care to go back to it, unless it had a future that would be a 
little more steady than it has been for the past 18 to 20 months. 
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Now, most of these men were Air Force or Navy pilots in World 
War II, and they got into this business about 1946 or 1947, and they 
haven’t been trained for anything else. So they go out; some of 
them take courses to become insurance salesmen; some of them go 
to work in service stations; a few of them have been able to save up 
a little money and maybe a couple of them go together and operate 
a motel or a restaurant, but you take a man away from this type of 
work, and he soon loses touch. If he is away from it long enough, 
he will lose a certain amount of confidence. 

Senator Monroney. You are just writing off this national asset 
when you have to cut, as you pointed out in your statement. You 
decreased from 42 to 14 pilots, most of whom had an average of 12,000 
flight-hours in heavy flying equipment. 

Mr. Arxins. That is right. 

Senator Monroney. One of the excuses that MATS uses for their 
operations—which is causing this situation—is that they have to keep 
their own flight crews in a state of high proficiency by flying some 80 
or 90 hours a month. . 

Mr. Arxins. That is correct. Our flight crews, I would say, since 
December of 1957, have only averaged about 30 to 40 flight-hours a 
month; that is, the crews that we still have with us. Normally they 
fly a thousand hours a year. That is a restriction put on by the CAA. 

Senator Monroney. That is maximum ? 

Mr. Arxins. Yes. 

Senator Monronry. What would you consider a minimum number 
of hours per year that a pilot could fly and still maintain his pro- 
ficiency ¢ 

Mr. Arxrns. I would say 600 to 800 per year would be the minimum 
that he could exist on. 

Senator Monroney. I meant military pilots? 

Mr. Arxrns. I would say 20 to 30 hours a month would be ample. 

Senator Monroney. You would consider, as an operator, that you - 
would have no hesitancy in turning over a plane, for any type of flight, 
to pilots who had averaged 20 or 30 hours of flights a month ? 

Mr. Arxrns. Yes, if they had a backlog of experience. 

Senator Monroney. If they were experienced command pilots? 

Mr. Arxrns. Yes. 

Senator Monroney. You may go ahead. 

Mr. Arxins. That is the most important thing that I have to tell 
I am not here to say the Government owes me a living; I am not 

ere to say that my two DC—4’s are going to win a war. I am here 
to say that the Government ought to make sure that the reservoir of 
know-how and trained personnel such as my company represents does 
not go down the drain. My company and the other supplemental car- 
riers each represents a team organization ready for instant use — 
in the Berlin, Korean, and Hungarian airlifts) and a nucleus for 
rapid expansion. Our crews, not committed to scheduled routes, have 
developed a remarkable flexibility and versatility in their flights to 
many points on the globe. I believe Secretary McGuire must have had 
this in mind when he wrote the words quoted earlier. 

Unfortunately, the preservation of our airlines—which Mr. McGuire 
says is of genuine concern to the Department of Defense—seems to 
be of little or no concern to MATS. The question is, who sets the 
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policy at the Pentagon? According to Congressman Holifield, who 
recently conducted a 2-months investigation of MATS, “those who 
are supposed to give policy direction to MATS seem to be taking di- 
rection from MATS. The MATS arguments simply are echoed by 
the higher echelon policy spokesmen without analysis and without 
careful thought.” He made that statement before the House Appro- 
priations Subcommittee recently. 

There are several courses MATS can take to help preserve those 
airlines which it will need in an emergency. I would like to suggest 
that as in the case of other distressed industries essential to national 
defense, MATS be required to place contracts with those carriers 
whose business is marginal yet whose availability in an emergency 
is essential. It seems to me that this would easily come within the 
national policy of spreading procurement to maintain a broad base. 

In conclusion, I should like to call the committee’s attention to the 
fact that twice during the House Military Operations Subcommittee 
hearings (pp. 398, 399) Air Force Assistant Secretary Sharp, when 
the facte of small airline business failures were mentioned to him, 
admitted that the situation deserves another review—that this is an 
area which we would have to investigate; there is no question about 
that. 

Senator Monroney. The investigation ought to be made while the 
body is still warm. 

Mr. Arxins. That is what I would think, Senator. 

Senator Monroney. You mentioned having two DC-4’s now. How 
many planes did you operate before ? 

Mr. Arxrns. This is the most that we have had of DC-—4’s. 

Senator Monroney. What other type of planes did you operate ? 

Mr. Arxrns. At one time we operated C—46’s, three of them. 

Senator Monroney. I see. Those have been sold; haven’t they ? 

Mr. Arxrins. They were leased and they have been turned back. 
The two DC—4’s we operate now we are buying on a lease purchase. 
On the subject of the DC-—4’s, Senator, I consider the DC-4 airplane 
far from being obsolete and very far from being a horse-and-buggy 
airplane. I have some figures here that in 1950, in scheduled airline 
service in the United States, there were 185 DC-4’s. In 1957, in 
scheduled airline service in the United States there were 100. The 
source of this information is the Worldwide Aviation Directory. 

In foreign operations there are 1,305 DC-4 flights per week, all 
passengers; there were 155 foreign-owned DC-—4’s in 1950, and 189 in 
1957, so they have increased. Air France alone operates 201 flights 
per week with DC-—4’s. 

In the United States, Capital Airlines operates 14 DC-—4’s, North- 
west 17, Panam 26, and TWA 10. 

Now, the DC-4 may have some qualities which are obsolete with 
respect to pressurization. On the other hand, it has a few qualities 
which some of the other aircraft do not have. In the event of war, 
one of the prime targets is going to be the large airstrip, the heavy 
concrete reinforced airstrips. It stands to reason that a DC-4 with 
a total load, including the airplane, of 70,000 pounds could survive a 
landing on a gravel strip much better than an aircraft that weighed 
120,000 pounds, and the DEW line operation up in Canada or north 
of Canada, the DC-4 was ideally suited for that type of operation. 
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They had to land on frozen lakes and a larger aircraft would not have 
been practical. 

I would say that any aircraft that is capable of transporting 8 tons 
of cargo across the Pacific in 40 hours elapsed time, or 55 passengers, 
is not an obsolete airplane. 

Senator Monroney. The point that I have been making, however, 
is that I don’t think we can justify the $700 million expense of MATS 
if their equipment is parallel to the equipment and availabilities of- 
fered by the airlines, the independents, and the all-cargo carriers. 
There is a place for both, but certainly we are going to have to have a 
heavy airlift, a massive airlift, with fighting equipment to equip a 
division; we can’t hope to transport it in a DC-4, a DC-7, a DC-8, or 
perhaps even a 707. 

What I am still crying for, and will continue to, is to have MATS 
develop an airlift-type plane that is not just parallel with that which 
is available in great Aaiehians and on readily acceptable terms to their 
peacetime or to their M-day requirements. 

Mr. Arxrns. I agree with you. My company doesn’t intend to al- 
ways stay with DC-4 equipment. As soon as we can get this paid off 
we expect to acquire a couple of DC-6’s. We bought these DC—4’s 
from the scheduled airlines and we expect to buy the DC-6’s from 
scheduled airline, which helps the economic situation within the 
United States. 

Senator Monroney. The small man in the picture is able, with the 
low overhead and flexibility, to serve quite a potential in the military 
service, both in peacetime, if he is allowed to live, and in wartime, if 
he is there as a part of the Air Reserve Forces. 

Mr. Arxtns. That is right. 

Senator Monroney. Were your pilots all qualified for the CRAF 
program ? 

Mr. Arkrins. Yes; they are. We are a member of the CRAF pro- 
gram, a hundred percent of our fleet. 

Senator Monroney. How about the Independent Airlines Associa- 
tion, are they also? I believe they have quite a number of planes in 
the CRAF fleet. 

Mr. Arxrns. Yes; I believe about all of our four-engine aircraft 
are a part of the CRAF program. 

Senator Monroney. How many pilots do you have or did you have 
in there? 

Mr. Arxrns. Within the association ? 

Senator Monroney. Yes. 

Mr. Arktns. I couldn’t give you an accurate answer, Senator. My 
estimate would be probably 300. 

Senator Monroney. Three hundred pilots? 

Mr. Arxrins. Yes. 

Senator Monroney. And how many have you today ? 

Mr. Arxrns. Well, I would say about 300 today—8 or 10 months 
ago I would assume it would have been 500 or better. 

Senator Monroney. In other words, the attrition in the past few 
months has been terrific. 

Mr. Arxtns. Yes; it has. Now, right at the present time in June 
there is a little bit of an upsurge. That is the normal time of the 
year. Some of the carriers are engaged on overseas charters, some of 
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them are flying common carriage on a limited type of operation, regu- 
lated by the CAB, and during the summer months there is a certain 
overflow of passengers that can’t get seats on the scheduled airlines 
and some of the supplemental carriers pick them up. 

Senator Monrongy. Nonscheduled Tiamat operation ¢ 

Mr. Arxins. That is correct. 

Senator Monroney. Do you feel that the attrition will continue in 
your association unless something isdone. You can’t live from month 
to month, you are going to have to have some kind of a 12-month 
spread of knowing winoiad of traffic you are going to get or you can’t 
keep in business. 

r. Arxins. That is right; we can’t plan our year-round program 
on 3 months of good business, because you can’t make enough profit 
in 8 months to sustain the other 9 months of real practical starvation. 

Senator Monroney. Have you noticed any additional difficulty in 
securing financing from banks for the purchase of planes or equipment 
or parts since the present policy of MATS has become so rigid ? 

Mr. Atkins. Yes; I have. I had some New York capital interested 
in underwriting the purchase of two DC-6 aircraft in the fall of 1956, 
and about September of 1956 the bottom began to fall out of the 
MATS business, and after 2 or 3 months they didn’t feel justified in 
an outlay of $750,000 which they would have to guarantee payment, if 
we were depending on military work, and the way things have turned 
out, I am very glad that they didn’t get on the hook. 

Senator Monronry. Have you any idea where those DC-6A’s went? 

Mr. Arxrns. At that time, what they were worth ? 

Senator Monroney. What happened to the DC-6A’s? 

Mr. Arxrns. Well, we didn’t even place the order. 

Senator Monroney. You had two in mind? 

Mr. Arxrns. At that time you could place the order with Douglas 
and get delivery in 18 months. Since that time plenty of DC—6’s have 
become available secondhand. 

Senator Monroney. In other words, the price has dropped 
$500,000 in the last few months. There has been a lack of demand for 
the DC-6’s, mainly attributable to the lack of workloads for these 
nonscheds and the all-cargo lines. They were planning to use them 
and fill them with freight, partly from MATS operations. Have 
they become a drug on the market ¢ 

Mr. Arxins. That is right. I think the DC—6’s are going now 
anywhere from a million to about $1,200,000, depending on the con- 
ditions. 

Senator Monroney. They were bringing a bonus about 10 months 
ago. 

Mr. Arxrns. Around $1,800,000. 

Senator Monronry. All right. Do you want to complete your 
statement ? 

Mr. Arxins. But if the Air Force and the Department of Defense 
are to continue to allow MATS to dictate and enforce its own poli- 
cies, we will go on as before, with MATS operating what they them- 
selves describe as the world’s largest airline to the detriment of the 
independents they have have relied on so heavily in the past. I must 
point out, we have operated inexpensively, since I assume that econ- 
omy is a matter of direct concern to the committee. 
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I hope that the committee recognizes how vital it is to the country’s 
security and economy that there be small enterprises, such as my 
airline, with flexibility and ingenuity which this industry must have. 

I hope your committee will conclude that our survival is impor- 
tant to adequate airlift and will recommend some ways of main- 
taining our potential in the best interest of national defense. 

Senator Monroney. Thank you very much. 

May I ask if the MATS rates on call or firm contracts give the in- 
dependents a fair or adequate return ? 

Mr. Atxins. Well, the testimony, I believe, Mr. Prescott gave yes- 
terday, to the effect that MATS’ own price beginning in fiscal 1959 
for cargo across the Pacific, was about 1814 cents per ton-mile. My 
company would be glad to be awarded a contract at that same price. 
We couldn’t go as low as 13 cents a ton-mile to compete with the Fly- 
ing Tigers, with later type equipment, and we have to be able to find 
some kind of business in order to be able to buy later type equipment, 
so it is a question of which came first, the chicken or the egg, but we 
would be glad—and I am assuming that these figures are based on 
statute miles and not nautical miles—we would be glad to haul cargo 
across the Pacific for that figure of 1814 cents per ton-mile. 

Senator Monroney. I see. Do you do any logair work? 

Mr. Arxrns. No, we did not. We operate on CAM’s, these com- 
mercial air movements. We bid on logair contracts. 

Senator Monroney. What is the difference between CAM’s and 


logair ¢ 

Mr. Arxins. CAM is a commercial air movement of, generally, per- 
sonnel from one military base to another. It is on a spot basis, noth- 
ing scheduled about it. The Logair is a scheduled operation for the 
movement of freight. 

Senator Monroney. Your association has liaison, I understand, 
with the Department of Defense to schedule some of these CAM 
movements ? 

Mr. Arxins. Yes, we have an association here and a control word 
that works with the NITMA. 

Senator Monroney. Senator Schoeppel. 

Senator ScHoerreL. No questions. 

Senator Monroney. Senator Payne. 

Senator Payne. No questions. 

Senator Monroney. ‘Bence Bible? 

Senator Brste. I have none, except to inquire how much military 
orders have fallen off in 1957, as compared to 1956, in regard to the 
supplemental carriers. Has there been a tremendous fall off? 

Mr. Arxins. It has been tremendous. In the last 12-month period 
my company has had approximately $140,000 worth of MATS busi- 
ness. Normally we could do that much business in 3 weeks. During 
August 1956, we did a gross of $288,000. That was the last good 
month. I would estimate that 10 percent of the gross profit we would 
make on this business from MATS would revert back to the Internal 
Revenue Department, so we would be really doing it cheaper for the 
Government. 

Senator Monroney. In other words, with that amount of business 
would you be paying 51 percent tax? 
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Mr. Arxrns. We could do $3 million a year, and the profit would 
be $500,000, and the Government would get about $300,000 of that. I 
asked my auditor that question. 

Senator Monroney. Thank you very much. 

Senator Bible. 

Senator Bratz. No further questions. 

Senator Monroney. Senator Payne. 

Senator Payne, No questions. I am sorry I couldn’t be here 
earlier. 

Senator Monroney. The committee is concerned with all phases of 
aviation, and particularly in keeping the smaller independent com- 
panies in this picture. You are denied the access to scheduled air 
flights in passenger service. Certainly if you are going to have the 
reserve necessary, it will take a portion of the fleets of all types of 
aircraft and the experience and the know-how of all types of pilots. 
Your company did participate, I think you said, in the Berlin airlift? 

Mr. Arxins. No, my company didn’t have four-engine equipment at 
the time of the Berlin airlift. We participated in the Hungarian air- 
lift, and the company that I was with at that time participated in the 
Korean airlift. 

Senator Monroney. Many of your independent association mem- 
bers, however, were in all three airlifts, were they not? 

Mr. Arxrns. Yes, that is true. 

Senator Monroney The attrition has been rather great in the 
others You have 24 members now Do you know what the mem- 
bership was 2 years ago? 

Mr. Arxrns. It was somewhere in the thirties. 

Senator Monroney. Has there been that much attrition? 

Mr. Arxrns. Well, no, I wouldn’t say that that is the main reason. 
A lot of these carriers who have dropped off were not dependent on 
MATS business. 

Senator Monroney. I see. 

Mr. Arxrins. But the Defense Department business generally has 
dropped off. 

Senator Monroney. I see. 

Senator Brste. I ask one further question for my own information, 
Mr. Chairman. 

Senator Monroney. Surely. 

Senator Bretz. Mr. Atkins, did you state that the Independent Air- 
lines Association is composed of 24 supplemental carriers who are not 
members of the Independent Airlines Association and who receive 
contracts from MATS ? 

Mr. Arxrns. I believe that all who receive contracts from MATS 
are members of our association. 

Senator Brstz. That is a total of 24. When you say supplemental 
carriers, you are referring to a total of 24 supplemental carriers, are 
you not. 

Mr. Arxrns. Yes, sir. 
Senator Brie. I just wanted the record clear on that. Thank you. 
Senator Monroney. No further questions. 


Thank you very much, Mr. Atkins, for the courtesy you have 


extended to this committee in giving us your testimony. 
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Mr. Arxrins. Thank you, sir. 

Senator Monroney. Mr. Hammond, of the Transportation Associa- 
tion of America. 

Mr. Hammond, we appreciate your appearing before us today to 
help us in this study of MATS operations. You may proceed in your 
own way. 

Mr. Hammonp. Thank you, Mr. Chairman. 


STATEMENT OF HAROLD F. HAMMOND, EXECUTIVE VICE PRESI- 
DENT, TRANSPORTATION ASSOCIATION OF AMERICA 


Mr. Hammonp. My name is Harold F. Hammond. I am executive 
vice president of the Transportation Association of America, with 
general offices in Chicago, Ill., and local offices at 1000 Connecticut 
Avenue. 

I have with me Frank A. Smith, who is director of our research. 
Noting the hour, Mr. Chairman, and knowing there are a few others, 
if it is agreeable to you I will try to condense this. 

Senator Monroney. Proceed in any way you wish. We can print 
your entire statement in the record. Would you define the general 
nature of your association ? 

Mr. Hammonp. I will be glad to. I am appearing here today on 
behalf of the association to express its view on the scope and trend of 
operations of the Military Air Transport Service and to urge your 
committee’s support of a continuing Federal policy that directs the 
military services to utilize to the maximum extent possible, consistent 
with actual national security requirements, the services of our pri- 
vately owned and operated air transport fleet. 

We believe that such maximum utilization of civil air transport by 
the military services will help us maintain the largest potential 
emergency air transport capacity at the lowest possible cost to the 
taxpayers. 

For the information of the committee, TAA is a nonprofit research 
and educational institution which devotes its efforts to the develop- 
ment and implementation of sound national policies aimed at the 
creation of the strongest possible transportation system under private 
ownership. It is an organization of transportation interests of all 
kinds, including shippers, investors, and carriers of all modes, as well 
as individuals such as educators, lawyers, and other professional 
men. 

Approximately 57 percent of our membership falls into the cate- 
gory of users of transportation services, with 26 percent being in- 
vestors of all types, and the remaining 17 percent air, bus, freight 
forwarder, pipeline, railroad, truck, and water carriers. F 

I should like to emphasize that the highly diversified and competi- 
tive interests within TAA’s membership are united in their thinking 
about the desirability of maintaining a constant and close check on 
all commercial-type transport operations of Government agencies 
to assure maximum utilization of commercial civil transport consist- 
ent with national security needs. In fact, the Association feels so 
strongly about the potential dangers of Government competition in 
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the transportation field that it has adopted, through action of its 100- 
man Board, the following specific policy on the subject : 

Government conduct of carrier operations: It should be the policy of the Con- 
gress that the United States Government should not engage in any for-hire trans- 
port services where adequate privately owned transportation facilities of any 
type are or can be made readily available; or, to the extent consistent with 
national security requirements engage in any transportation of persons or prop- 
erty which privately owned carriers are fit, willing, and able to perform. 

I should like to make it clear that TAA is not opposed to operations 
of MATS that are necessary for security reasons or that are needed 
to maintain a reasonable, specialized air transport service that will 
serve as a nucleus which can be augmented by civil air transport in 
times of emergency. The question, as we see it, is not whether MATS 
should operate an air transport service, but how to keep it from 
extending its operations into areas that could be handled more ade- 
quately or at less actual cost by civil transport. 

I was interested to note today that some of the members of your 
committee, particularly you, Senator Bible, were trying to get down 
to specifics as to how to bring that about, how to accomplish that goal. 
It is not an easy one, I can see that. ; 

From the information that we have been able to obtain, it appears 
that operations of MATS have gone beyond national security re- 
quirements and have extended into areas that could be handled better 
and at less actual cost by our civil air carriers. Despite the commer- 
cial nature of many of MAT’s operations, it has utilized civil air 
transport only to a minimum extent. 

According to figures given at hearings this year before the House 
Subcommittee on Military Operations, both passenger and cargo vol- 
ume handled by MATS have gone up steadily and rapidly every year 
since 1951. Yet, the relative share of this traffic handled by civil air 
carriers has dropped sharply, with fiscal 1957 participation being only 
about 20 percent of passenger and 11 percent of cargo traffic. 


MATS traffic handled by military versus civilian carriers 


| 
Number of passengers Tons of cargo and mail 
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These figures boil down to this: The commercial air transport par- 
ticipates very little in MATS operations, and MATS operations ap- 
pear unreasonable to us for several reasons. In other words, MATS 
continues to grow in spite of what Congress has been telling it and in 
spite of the attitudes expressed by the general public as to this growth. 

From the above, it can be seen that while passenger volume increased 
at a rapid rate over this period, andinectne all of the added traffic 


was handled by military aircraft. For cargo traffic, the situation was 
similar, except that civil air carriers actually ended up handling less 
than they did in fiscal 1951. 
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It appears from the reported figures above that our civil air car- 
riers have been given very little consideration by the military services 
when it comes to air transport. Yet, according to the commercial 
airlines, they were and are in a position to offer substantial unused 
capacity to the military. 

ether later figures show an improvement is something that this 
hearing should bring out. If they are not furnished by the spokes- 
man for MATS in Ris testimony, we urge the committee to ask for 
them. 

The fact that commercial air transport participates very little in 
MATS’ operations appears unreasonable to us for several reasons. 

One is that in many respects the operations of MATS are very simi- 
lar to those of the commercial airlines. As Mr. Tipton pointed out, 
both operate over predominantly the same routes, and both operate on 
published schedules. The equipment flown at the present time is sub- 
stantially the same, and a large share of the traffic, passenger and 
cargo, is of the type that can be handled by commercial air carriers 
in their normal operations. 

We do not mean to infer, of course, that MATS is in its entirety a 
commercial-type activity and as such should be eliminated. It is ob- 
viously an integral part of our Military Establishment, or else it 
shouldn’t be in existence. Our point is that since so many of the opera- 
tions of MATS appear to be of, a commercial nature, it is only logical 
to permit existing commercial carriers to assume as much of the load 
as possible. 

n the economy side, all costs considered, we believe the commercial 
airlines can perform comparable service to that of MATS at a lower 
cost to the Government. The savings in costs for commercial airlift 
would result from such things as a higher utilization rate, a much 
lower labor turnover, and greater opportunity to balance inbound 
and outbound loads. 

We have also heard a bit about CRAF and the role it plays in 
this and the more important role it could play if given an opportunity. 
Greater use of civil air carriers by the military doesn’t necessaril 
mean that our potential wartime airlift capacity will be weakened. 
Under the civil reserve air fleet plan, a total of 309 four-engine trans- 
ports owned by the airlines have been allocated for immediate use by 
the military in times of emergency. 

We understand the airlines own an additional 300 four-engine trans- 
ports that, while not now assigned to CRAF, have been modified at 
the expense of the Air Force for possible military use. 

In the years immediately ahead, the airlines will largely replace 
their present transport fleet with about 450 turbojet and turboprop 
transports. This transfer into the “jet age” will cost them about $2.5 
billion, but it will increase their airlift capacity tremendously. This 
added capacity, provided by the most advanced aircraft, should be a 
definite defense asset. How many of these new transports should be 
earmarked for possible military service is a question that must pri- 
marily be decided by the military. Yet, since the military has indi- 
cated it does not plan to order jet transports for MATS, it seems 
to us that every consideration should be given to utilizing those 
owned by the airlines for peacetime military airlift, and to modify 
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adh number for immediate emergency use under the CRAF 
an, 
7 To summarize our views on MATS, we believe the military services 
should, as a basic principle, utilize to the maximum extent consistent 
with actual security needs the Nation’s commercial air transport fa- 
cilities. Based on the latest published figures, MATS has given very 
little consideration to this principle, despite the fact that: 

1. Services performed, routes flown and equipment used by civil 
air carriers are very similar to those of MATS, with future civil air- 
craft due to be far superior. 

You have pointed this out several times today, Mr. Chairman. 

; mpl cost to the Government will be less if civil air transport 
is used. 

3. Civil aircraft are suitable, after certain modifications, for imme- 
diate use for military airlift in time of emergency, and Mr. Tipton 
pointed out several such examples over the past years. 

4. The airlines claim they are “fit, willing, and able” to perform 
the services required. As long as they take that attitude and want to 
help, it seems to me that the Congress will want to do everything 
they can to see that they can help, and thus, of course, reducing the 
need for a growing MATS. 

We urge the committee to direct MATS—when I come to that 
word “direct” it bothers me, because how can you direct MATS? I 
know attempts have been made, but it seems like it is one if this com- 
mittee can come up with a means of directing MATS to hold the 
line and to—well, let’s say the same effect that Congress had had 
on MSTS, where MSTS, I think in the last couple of years, has been 
cut back to size, where it is cooperating now with the American 
merchant marine flag vessels. That is very fine. If the same thing 
could be accomplished with MATS, then I think we, representing 
the general public, would be very happy, because if we were testi- 
fying today on MSTS, I think we would have to be complimentary 
about the cooperation they have shown in the past couple of years 
in trying to work with the merchant marine, American Flag mer- 
chant marine. 

We urge the committee to direct MATS to comply with the prin- 
ciple of maximum utilization of civilian air transport, and we suggest 
that the committee require MATS to submit period progress reports. 
Mr. Tipton set forth a number of points today in his testimony as to 
the type of information which might be obtained from MATS, pos- 
sibly much of which should be obtained on a periodic basis, on a 
6-month or annual basis, to show what has been done to implement 
this directive, together with the reasons for taking such action. 

Senator Monrongy. Thank you very much, Mr. Hammond, for your 
testimony. 

I might call your attention to the fact that while we are hearing this 
testimony, a conference is going on in another room as to the $81 mil- 
lion in Federal assistance for 2 superliners, 1 for the Atlantic and 1 
for the Pacific. We will have these liners in readiness under our 

rivate steamship operational system for the carriage of passengers 
in the event of war. 

The airline industry is not asking for subsidies. It is not asking 
Government participation in building its planes. It is only asking 
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for a portion of the traffic to be placed on these lines. Certainly it is 
about the best bargain I have ever heard of the Government getting, 
to have available on 48 hours’ notice some three-hundred-and-fifty odd 
4-motor aircraft to follow the orders of the military. Yet, there is a 
necessity of seeing that these airlines have enough work to keep in 
business, as you heard the testimony earlier of the president of Central 
Air Transport, of Burbank, Calif., Mr. Atkins. These people are 
going out of business because they cannot exist. 

Mr. Hammonp. This is the only major field we have got in our 
entire transport system in the United States where we have what you 
would call large or great amounts of competition with private trans- 
port. Of course, in the first place, as was brought out on the floor of 
the Senate the other day when George Smathers was handling his bill 
there, we have, of course, the only complete privately owned and op- 
erated transport system in the world. However, we do have this one, 
let us say, bad feature in our makeup where in the aviation industry 
is having to compete very, very definitely and sharply with MATS. 
It is a feature that concerns not only the aviation industry but it con- 
cerns the other forms of transportation as I have mentioned. 

In fact, in developing this policy the other forms of transportation 
definitely took notice of this one bad feature that we have in our com- 
petitive system today. It is unfair competition. Transportation 
does not mind fair competition, but this is certainly unfair competi- 
tion, and the users of transportation feel the same way and, of course, 
the investors are very much concerned about it, the banks and insur- 
ance companies. It is definitely unfair competition. 

Senator Monroney. Thank you very much, Mr. Hammond. 

Senator Bible ? 

Senator Bratz. No; I have no questions. 

Senator Monronry. Senator Payne? 

Senator Payne. I have no questions. 

I have been very much interested in this. I was just wondering 
whether or not we have available at the staff level, or whether Mr. 
Hammond could make available to us, a complete set of 1951, 1952, 
1958, 1954, 1955 records, so it would be possible to follow the trend on 
changes that have taken place in the differences between the numbers 
of passengers carried and tons of cargo, mail, and so forth. 

Mr. Hammonp. Mr. Chairman, I think you have that already, but 
if you do not we will be glad to provide it. 

Senator Monroney. I believe we have it. 

Senator Payne. Thank you. 

Mr. Hammonp. That is very impressive, by the way. 

Senator Monroney. Thank you very much, Mr. Hammond; we 
appreciate your appearance. 

Mr. Burwell, of | Drecahs National Airways. 

Mr. Burwell, we appreciate your coming here to testify before us 
today. You may proceed in your own way. 


STATEMENT OF LEWIS C. BURWELL, JR., CHAIRMAN, BOARD OF 
DIRECTORS, OVERSEAS NATIONAL AIRWAYS 


Mr. Lewis Burwetu. Thank you, Mr. Chairman, and gentlemen. 
My name is Lewis C. Burwell. I am chairman of the board of direc- 
tors of Overseas National Airways. Overseas National Airways is 
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a supplemental air carrier, cpasating exclusively four-engine equip- 
ment internationally. This company has had a long and distinguished 
record as a contract carrier to the Defense Department. During the 
Korean war, among all of the carriers operating the Pacific lift for 
MATS, Overseas National was rated by TS as the most efficient 
and most economical to the Government. 

Over 2 years ago the decision was reached to order new DC-6A 
aircraft from Douglas. These planes have now all been delivered and 
will be in operation by mid-June. They represent, together with 
their spares, an investment of nearly $7 million. Their standby cost 
to the company is on the order of $150,000 per month. Only this 
airplane and the Lockheed 1049H are truly modern, high-speed, 
convertible aircraft, equally capable of transporting passengers or 
cargo over ranges required by the war plan. 

Overseas National, as a supplemental carrier, has no routes or fran- 
chises. It is able to procure a reasonable amount of commercial char- 
ter business between here and Europe during the summer, but at other 
times of the year it is almost entirely dependent upon military traffic. 

I am quite sure that the committee has been furnished, or will be 
furnished, a great many statistics dealing with the volumes of mili- 
tary passengers and cargo traffic and the decline of participation 
therein by the civil carriers. I would simply like to cite two figures 
which are indexes of MATS’ recent growth. In 1954 MATS flew 
384 million ton-miles. In 1957 the figure had increased to 770 million, 
and the 1958 estimate is 1,024 million. In March of 1957, MATS 
operated 500 passenger schedules in the North Atlantic area only. 
In March 1958, the figure had increased to 740 schedules. These 
increased frequencies do not tell the whole story of its growth, because 
larger and faster planes are replacing the older and slower ones. 

My narrative is going to be brief, and I am going to do a rather 
unusual thing by stating my conclusions in oem. I have just 
returned from a week spent at the National Security Forum as a 

est of the Air Force War College at Maxwell Air Force Base. 

me things about our defense posture and our national strategy may 
be debatable or uncertain, but there is one thing that is crystal clear, 
and that is that we will fight the next war only with resources in 
being and in place. There will be no time for tooling up or, spe- 
cifically, in the case of MATS, for increasing utilization from 4 
hours a day to 8 or 10 hours a day. Only the airplanes in MATS and 
in the airline inventory that have both flight crews and maintenance 
crews available will contribute anything. This is conclusion No. 1. 

As past president of Resort Airlines, and former vice president of 
the Fyling Tiger Line, I have been intimately connected with the ques- 
tion of military traffic for a long time. I sat as a member of the top 
committee of the civil reserve air fleet since the committee was formed. 
I have been on various industry committees concerned with the prob- 
lem. I have listened to the words of the Air Coordinating Committee, 
the Hoover Commission, the United States Chamber of Commerce, and 
the Congress—all saying that more of the MATS business should be 
given to the commercial airlines. 

During this time I have seen the airlines’ participation in the pas- 
senger business decline from 37.3 percent in 1951 to approximately 15 
percent now. I have seen the participation in the cargo business de- 
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cline from 31 percent to 2.7 percent in 1955, which is the last year for 
which figures are available. In my judgment, all of the testimony, 
pronouncements, and even the congressional directives have availed 
nothing, and will avail nothing. 

Last year, for instance, the Congress directed the Department of 
Defense to reprogram funds and with these reprogramed funds to 
move 40 percent of MATS’ passenger traffic, and 20 percent of MATS 
cargo traffic, on commercial airlines. But the Department of Defense 
did not comply with this directive. As Congressman Chet Holifield 
ssascgt out in his testimony presented to the House Subcommittee on 

artment of Defense Appropriations on April 28, the Department 
of Defense and the Air Force did not agree with this congressional 
directive, and so they twisted the meaning to justify their unwilling- 
ness to comply. 

Only legislation comparable to the amendment to the Merchant 
Marine Act of 1936, which the Congress passed on August 26, 1954, 
will solve this problem. This amendment to which I refer provided 
that 50 percent of the Defense Department traffic would go by com- 
mercially operated vessels. According to the testimony of Vice Adm. 
John Will, commander of MSTS, the figure in 1957 was 71 percent. 
To try and persuade the Defense Department to give any more traffic 
to the airlines or to stop the octopus-like growth of MATS is a sheer 
waste of time. They will do so only if required by law. This is 
conclusion No. 2. 

I might add, Mr. Chairman, this was written about a month ago. I 
listened with great interest to Mr. Rentzel’s testimony this morning, 
but he doesn’t know I am going to say this: 13 years ago, when we 
were mustered out of service, a number of us started airlines. One 
of the more ambitious and determined efforts was by Earl] Slick. A 
lot of sweat, blood, and tears went into Slick Airways over the years, 
and a lot of money—probably as much as $15 million. Slick was a 
going concern. They ecaned a certificate from the Civil Aeronautics 
Board, and together with the Flying Tiger Line were the real pioneers 
of the airfreight business. They never received any subsidy from 
the Government, and furnished a very useful and constructive service 
in our economic scheme of things. They built their fleet to some 30 
airplanes, and made money for their stockholders. 

wo months ago they closed their doors. It is public knowledge 
that they intend to liquidate. They had available, and enrolled in 
the CRAF program, 8 DC-4’s and 10 DC-6’s, 5 of which were being 
delivered new this summer. All of these aircraft were capable of 
carrying either passengers or cargo. The majority of the aircraft in 
CRAF are limited to passengers only, which severely restricts their 
usefulness in time of war. Two of the Slick DC-4’s and three of the 
DC-6’s have already gone abroad. The only likely purchasers for 
the remaining Slick airplanes are foreign purchasers. The United 
States can ill afford to lose this mobilization base. 

Here is the story in a nutshell of an American who started an airline 
with his own money, paid his taxes, asked for no help, spent 13 years 
out of his life, and $15 million out of his pocket, and our own Defense 
Department shot him down. 

Aside from the implications that such a result flatly violates our 
cherished principles of free enterprise and fair play, it seems an eco- 
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nomic incongruity that we operate at the taNPAyaS expense a world- 
wide military transportation system alongside of and in direct com- 
petition with our commercial carriers. This is a shocking state of 
affairs, but not half as shocking as the cold, hard fact that 18 long- 
range airplanes and their highly skilled pilots and mechanics, with 
a years of valuable experience and know-how, are lost to the war 
effort. 

There will be those who will rebut my conclusion by saying that 
after all this does not represent a significant portion of the total civil 
capability. The combined fleets of the nonsubsidized members of 
the airline community, however, do constitute a vital portion of our 
air transport mobilization base, not only in numbers, but more impor- 
tantly because they operate the right type of heavy-duty, long-range, 
convertible airplanes. It is my considered judgment that this busi- 
ness is dying inward from the edges, and that in a short while the 
supplemental carriers and the all-cargo carriers will all be total casual- 
ties of Government competition, and the majority of our certificated 
passenger carriers will be back on Government subsidy. 

It seems to me that the Congress has a simple, clear choice. On the 
one hand, you may appropriate more money for a bigger MATS and 
for an increasing airline subsidy requirement, and turn your back on 
the all-cargo carriers and the supplemental carriers as they go the way 
of the passenger pigeon, or you can pass a law which requires that 
MATS give 50 percent or more of its traffic to the industry as a whole. 
We are at a crossroads. It is for you gentlemen to determine the 
proper course. 

Senator Monroney. Thank you very much for your statement, Mr. 
Burwell. 

“It is my considered opinion that this business is dying inward from 
the edges. In a short time supplemental carriers and all-cargo car- 
riers will be total casualties of Government competition, and the 
majority of our certificated passenger carriers will be back on Govern- 
ment subsidy.” That is one of the darkest views we have heard, but 
I don’t think it is inaccurate. 

Mr. Lewis Burwetu. May I add something ? 

Senator Monroney. Certainly. 

Mr. Lewis Burwe tt. I have had occasion recently to look into the 
transportability of missiles. We have a well-considered national 

olicy of massive deterrents. Increasingly our firepower will be by 
integration of our new family of missiles. The logistics of the mis- 
siles business is enormously complicated. They are heavy; they are 
delicate; we have problems of transporting these missiles and their 
components. That isa peculiar function of MATS. 

I am going to make a recommendation to the Air Force, and I think 
one of my conclusions is that we are behind in our logistics planning. 
Our tactical and scientific development of our missiles is way ahead of 
our logistics, and for that reason MATS should concern itself imme- 
diately with the techniques of the movement of these missiles which will 
put a strain on MATS like it has never had before. MATS will have 
plenty to do if it will get about doing the things it can only do. 

Senator Monroney. If it has the planes to do it with. 

Mr. Lewis Burwett. Yes; that is point No. 1. There is a peculiar 
function for MATS and it needs being done rapidly. 
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The second point is this: The missile is no good without its support 
speipmeat and part of that support equipment is its Pil hak tae 
we deploy IRBM’s to friendly nations, we want to be able to get 
them there ied set them up, and we may want to get them out. We 
may have political or tactical considerations that will require moving 
them. The C-133 is built to move certain missiles. If you use that 
in other ways routinely it would be about as logical as using the Dis- 
trict Fire Department to carry trash to the dump. It has to be avail- 
able to fulfill its basic functions of keeping our missiles instantly 
mobile. That is point No. 2. 

Senator Monroney. I appreciate that very much, but don’t you feel, 
also, that there is a vast amount of airfreight, or freight that could go 
by air, if we could overcome the fear that it is too expensive to shi 
things by that method? I get the feeling that the military is still 
concerned with the feeling that only diamonds or things of that value 
would make good airfreight, and that they limit, by high priorities, 
movement by air. Considering all costs—crating, shipping, packag- 
ing, breakage, loading on ships, and loading off ships, and transport- 
ing by train and truck, and so on, to bases—an actual cost formula for 
the transportation would find fr eight needs and requirements could be 
increased by 10 times over that w hich we are doing today. 

Mr. Lewis Burwetu. You are entirely correct. The Air Force has 
just finished a test project in the bay area that they called Operation 
Strip T. They found, first, there was a pound of dunnage for every 
pound of freight moved, so by improved packaging they saved in a 
period of 8 months a million’ dollars in transportation costs in this 
one experiment. 

Senator Monroney. Plus the labor that goes into hanging that dun- 
nage around the thing. 

Have you ever seen any of this office furniture that has been shipped 
back? 

Mr. Lewis Burwett. I certainly have. 

Senator Monroney. Some of it in teakwood and mahogany. By the 
time that is crated and comes by ocean transport, I venture to say it 
could have arrived in better shape, at a lesser cost to the Government, 
by being airlifted and left uncrated in blankets. 

I don’t think we nee modernized our thinking in regard to air- 
freight. If Uncle Sam doesn’t do so and also give some leadership 
in this matter, it will be 10, 15, 20, or 50 years before airfreight comes 
of age. 

Mr. Lewts Burwett. You are quite correct. I think the Air Force 
has reached a settled policy in its missile program to fly everything. 

Senator Monroney. That may be true. I hope so. I would hate 
to see them on-load and off-load these things 4 or 5 times and expect 
them to work when they get there. 

Mr. Lewis Burwett. ‘Also, they are high-value items. 

Senator Monroney. You can’t afford big inventories of those things 
overseas. With the proper airlift, such as the C-132, you could take 
two planes and every airfield in Europe would become a potential 
missile-launching site. But if they put them in concrete, in the old 
coast artillery theory, I am very afraid that they won’t be useful 
byond the first 5 minutes of a ballistic missile war. 

Mr. Lewis Burwetn. You are quite right. 
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Senator Monroney. A modern concept would enable us to utilize 
the full capacity of the personnel offered today by private industry 
with Air em costing nothing, whereas an’ Air Reserve in the 
other branches of the military is costing us tens of millions of dollars. 
The flight proficiency, training the planes in being, the servicing, air 
readiness and everything, is done absolutely for free. We don’t find 
this in any other phase of our Reserve operation. Even though it 
is for free, there is no consideration given to keeping it alive. 

Mr. Lewis Burwetw. That is right. 

I just want to be sure that I get this one point across, sir. The 
reason I think that MATS has not, or the military has not gotten any 
further along with their problem than the missile logistics problem 
of transport ability and the necessary techniques is because MATS 
has been so busy flying passengers and boxes where the other airlines 
could do the job, that they haven’t had the time to do it. 

They haven’t turned their attention to the one thing that needs 
doing desperately. 

Senator Monroney. The on-loading and off-loading of heavy flight 
equipment, things of that type, is what would need training of ground 
crews. 

Mr. Lewis Burwetut. Yes. There is plenty for MATS to do with 
their C—125’s and C-133’s. 

Senator Monroney. Senator Bible. 

Senator Brste. I have no questions. I think everything he says 
is very understandable. 

Senator Monroney. Senator Payne. 

Senator Payne. I want to compliment the witness, too. I was par- 
ticularly interested in a statement with reference to what we would 
fight the next war with, if it came. It was brought to my mind by 
your mention here of the act in 1954. I think I was a member of 
the Subcommittee on Maritime Activities at that time, and I know we 
had quite a lot of dispute back and forth in connection with that 
particular provision, and later on in the study that we conducted up 
in New York, Admiral Badger, who was in charge of seeing that we 
got all of the materiel and so forth over for the Big Push, on both 
fronts, gave testimony at that time—this was in connection with 
shipping—that if it had not been for the civilian merchant marine 
one the maritime activity that we never would have been able to get 
the materiel over there in time to do the job that we necessary at 
that time. 

He was speaking of the civilian as against the military, as such. 
You touched upon the very same issue. I agree with you. I think 
Congress must lay down a definite provision whereby this thing is 
on a limitation basis, recognizing that MATS has a job to do. Any- 
thing that has to do with tactical operation would be tied in, plus 
such other things as can be complied with on a reasonable basis. 

Those things that can be handled by commercial carriers and the 
independent outfits that are set up to do this job with private enter- 
prise, should be encouraged to carry it forward. They provide equip- 
ment and manpower that can be used at a moment’s notice, and without 
any cost whatsoever to the Government. Just give them a chance to 
live; that is all. 

Mr. Lewis Burwety. That forum the Air Force put on was the most 
wonderful thing I ever attended in my life. 
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Senator Monroney. Two more questions. 

What do you consider the minimum number of hours that a pilot 
can fly per month and still retain his proficiency for your operations? 

Mr. Lewis Burwe.u. Senator, I think it depends entirely on the 
type of flying he is doing. If he gets in the cockpit of a DC-6 and 
flies to Paris in good weather and back, he will have flown 30 hours 
and accomplished nothing. 

If he goes out to his base and has 2 hours under the hood and then 
gets in the simulator, he may only spend 15 hours, but he will have 
hundreds of hours of training. 

I have a license which allows me to fly passengers any place in the 
world. I have to make 3 takeoffs and landings every 6 months, and 
have an instrument check. 

Senator Monroney. You wouldn’t think there was much validity 
to the theory that MATS pilots have to get in 90 hours a month or 
80 or 70, would you? 

Mr. Lewis Burwett. No. 

Senator Monroney. How many hours a month should an airplane 
be exercised ? 

Mr. Lewis Burwetu. In a DC-6A, we fly 90 people on a first-class 
MATS specification. MATS puts 45 in the same airplane. We put 
90, but that doesn’t matter. At 200 hours per month our unit cost 
is 40 percent higher than it is at 360 hours a month, so optimum utiliza- 
tion we plan is 12 hours a day. 

Senator Monroney. I am referring to the claim that these planes 
have to be used 4 hours a day or more. 

Mr. Lewis Burwe xt. To keep them airworthy. 

Senator Monroney. You can’t mothball airplanes. Unless these 
planes are used, they deteriorate. 

I am sure they need to be flown and kept airworthy, but I wonder 
how much flight time they would require to maintain that airworthi- 
ness. 

Mr. Lewis Burwe ty. Well, they need the props pulled through 
every day, the engines run once a week, and flown once a month. 

Senator Monroney. You would have no hesitancy flying across the 
Pacific in a plane maintained to that degree ? 

Mr. Lewis Burwei. No. 

Senator Brste. Is there any type of CAA regulation on the so-called 
exercise you give to an airplane ¢ 

Mr. Lewis Burweiu. None whatsoever. It just has to pass its pre- 
flight inspection and then it has a scheduled series of inspections which 
are ever so many hours certain routine things have to be checked. 

Senator Monroney. In other words, most of the fleet could be main- 
tained airworthy if you did these operational procedures ? 

Mr. Lewis Burwetu. Yes. One pilot could maintain 20 airplanes 
airworthy with asmall complement of mechanics. 

Senator Monronry. Thank you very much, Mr. Burwell, for your 
helpful testimony. 

Mr. Lewis Burwe.t. Thank you for the opportunity, sir. 

Senator Monroney. Our next and last witness is General Doyle, 
Independent Airlines. 

General Doyle, we are happy to have you with us, and we appreciate 
the benefit of both your military and airline experience. 

General Doyte. It is a pleasure to be here, sir. 
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Before starting the testimony, I would like to introduce our Gen- 
eral Counsel, Mr. Clayton Burwell. 

Mr. Burwetu. Thank you. 

Senator Monroney. Are you related to the other Mr. Burwell ? 

Mr. Ciayton Burwe tu. I am his brother, sir. 

Senator Monroney. You may proceed. 


STATEMENT OF JOHN P. DOYLE, MAJOR GENERAL, USAF (RETIRED), 
EXECUTIVE DIRECTOR, INDEPENDENT AIRLINES ASSOCIATION 


General Dorie. Mr. Chairman, gentlemen, I am Maj. Gen. John 
Doyle, executive director of the Independent Airlines Association. 
Immediately prior to retirement, I served 4 years as Director of Trans- 
portation, United States Air Force. 

We understand clearly that the purpose of these hearings is to study 
the operations of the Military Air Transport Service. I shall try to 
stick closely with that purpose—where I don’t, it is because some 
background is essential to understand our position. 

I know you have had a complete set of statistics presented to you, 
and I shall not repeat them. 

Our membership consists of 24 air common carriers operating under 
economic regulation of the Civil Aeronautics Board. They are desig- 
nated as supplemental airlines and are authorized primarily to work 
in the commercial and military air charter field and, secondarily, to 
perform limited amounts of route-type scheduled service. 

I can say without equivocation that our safety record today is the 
best in the airlift industry—civilian or Government. We have oper- 
ated over 2 years without a fatal accident and have received National 
Safety Council recognition therefor. 

To a greater degree than any other group of civilian carriers, our 
members have responded to the emergency requirements of our Gov- 
ernment. During the Berlin crisis, with only 5 percent of the civil 
fleet, our members of that time carried over 50 percent of the tonnage. 
During Korea our members threw virtually all their resources into 
Government service. According to MATS’ records, commercial car- 
riers accounted for 70 percent of the trunk lift across the Pacific. 

For some years now we have been providing the Department of 
Defense with low-cost air transportation of troops in the continental 
United States. Our members contribute 10 percent of the total Civil 
Reserve Air Fleet—which represents 20 percent of the CRAF cargo 
aircraft. The flexibility inherent in our type of operation makes it 
possible for our members to be more quickly responsive to emergency 
calls than are air carriers who must first disentangle themselves from 
commitments to scheduled route services. 

Probably our most important resource is our reservoir of pilots. 
These men are not green hands—they average around 10,000 hours 
+ spo and not just route-type operations either—they are experienced 
all over the world. When one of our members goes out of business, 
these crews are not absorbed in the industry—they open filling stations 
or go back to the farm—their flying skill is lost. 

enator Bisex (presiding). As I understand the testimony on that 
point, they never return to flying days; is that true? 

General Doyte. The odds are they will not. At least if they do, 
they have to go through a refresher process. 
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Senator Brste. It would be the exception, would it not? 

General Dorie. I would think so. That is the way it has turned 
out, yes. 

Senator Brstz. Thank you. 

General Doyie. Hindsight has proven it unfortunate that our mem- 
bers concentrated so narrowly on serving the Department of Defense 
and failed to develop civilian markets during better times. The drop 
in Government business during this last year, without a compensating 
outside source of revenue, has pushed many of our people to the edge 
of collapse. This past winter two of our members have gone over the 
brink. We are in the unique position of never having sought or re- 
ceived subsidy. We do not seek it now. We do seek an opportunity 
to get sufficient business at fair regulated tariffs to develop our 
service to the public and to improve our equipment in order to provide 
even higher standards of service and a greater capability to serve. 

Now, let us be more specific. First of all, we recognize the sound- 
ness of Congress’ desire that procurement be by competitive bidding. 
We are, at the same time, well aware of the widespread use of nego- 
tiated bids to support defense industry and a broad mobilization base. 
The big difference is that transportation is a regulated industry— 
Government agencies exist to safeguard all shippers—the Government 
included. It is our belief that competitive bidding has no place in 
regulated industry. 

I would like to point out what I consider to be an interesting example 
of bidding and its results. 

In the Pacific area Pan-American Airways’ lowest scheduled route- 
type fare from San Francisco to Tokyo is $88 one-way. Some recent 
examples of our prices range from a low of $146 to a high of $229 
one-way. 

In the Atlantic, Trans-World Airlines’ lowest scheduled fare from 
New York to Frankfurt, Germany, is $290.70. Some recent examples 
of MATS-bid fares have produced fares from a low of $107.50 to a 
high of $144.70 in June. 

In April, flights were procured from New York to Frankfurt by 
MATS at a one-way fare of $141.50. 

Senator Payne. What type of aircraft was that? 

General Dorie. This was in DC-6 aircraft, as I remember. The 
preceding witness, Mr. Burwell, had one or two of those flights, [ 
think. 

Now, this includes hot meals based on first-class standards. It in- 
cludes first-class seating arrangements. It doesn’t include champagne. 

This hardly seems to be in the subinterest. It certainly does not 
seem to follow the national transportation policy of supporting a 
strong air industry. 

In the domestic market, cost valuation procedures result in a form 
of bidding in which the tremendous buying power of the Government 
is used to force prices down to a very marginal level. You might say 
they are not domestic quotations in accordance with the tariffs. Sure 
they are. The trouble is, the ground rules are different. In the 
domestic field our chief competitor is the railroads. The railroads 
are permitted, under section 22 of the Interstate Commerce Act, to offer 
rates to the Government having no relationship to the rates charged 
to the general public. We can’t do this. If we meet this artificial 
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rail-rate structure, we then have to quote the same rates to the general 
public. Regardless of whether section 22 is a good thing or bad, it 
must be obvious that the law of our land produces a very unrealistic 
and unfair competitive situation that should be corrected forthwith. 

More important is the failure to evaluate the cost of manpower lost 
in transit. Government accounting practices require meticulous 
check on the purpose for which every dollar is spent. Why should we 
not spend as much effort to insure maximum return from the man- 
hours of our people serving in the Armed Forces? Certainly there is 
nothing productive in the hours a man spends traveling on Govern- 
ment time from one assignment to another. If a man is needed in 
the service, he ought to be on the job. I saw an interesting aon 
from the last issue of the Army-Navy Register in which the Air Force 
has finally announced a program ¥ knew they have been working on 
for 4 years, to move the minimum of 85 percent of their people trans- 
oceanic by air, and the major commands are encouraged to move more 
than that. This has not been applied by the other services, nor has 
it been applied in the domestic field. 

A legislative requirement to consider-—— 

Senator Brstzx. How would that vary with the past practices, 
— You say they propose to now move 85 percent overseas 

y air. 

General Doytx. Senator Bible, in the past the practice was to move 
practically everybody by surface, by water. Beginning about 4 years 
ago, we started a program to get the Air Force people in the air, to 
cut down this tremendous travel time we were losing and also to cut 
out the cost of processing centers on the east and west coasts. They 
started in; they put in field-grade officers, then they brought in other 
officers and the first three graders, and it has just been about 2 months 
ago that they finally completed the integration of all of their per- 
sonnel into the program. 

Senator Bratz. Thank you. 

General Dorie. We think that a legislative requirement to consider 
the dollar value of a man’s time as part of the competitive cost of 
travel would solve the problem of unfair competition discussed a 
moment ago. 

So much for the domestic military business. Turning to overseas, 
we find ourselves in direct competition with MATS for Government 
business, including such movements as the Hungarian refugees, who 
were heing carried successfully for [CEM by our members when MATS 
stepped in and took the business away. 

Incidentally, one of the carriers that was doing that, Meteor Air 
Transport, is one of the carriers that went out of business during 
the past winter. There have been many expressions of Congress’ 
desire, such as “that MATS should use commercial facilities to the 
maximum,” and that “MATS should ship 40 percent of passengers 
and 20 percent of cargo by commercial service,” but they have had 
little effect since they lack the force of legislation. The Merchant 
Marine Act points the way to the answer. By law, 50 percent of 
Government-shipped ocean cargo must go on privately owned United 
States-flag vessels. The Military Sea Transport Service has been 
able to live with this regulation very well. In fact, they have ex- 
ceeded the requirement. A similar law, including passengers as well 
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as cargo, we think, would put an end to the bickering on this subject, 
and would provide a reasonable peacetime stability to transocean 
airlift and would develop a healthy essential resource which the Gov- 
ernment has often stated it must have, should war strike again. 

In regard to MATS, I would like to be sure our position is clear. 
Our members realize only too well how much the country needs a 
strong MATS, ready to go instantly. We know that present civilian 
peacetime economics cannot support the wartime air fleet we need. We 
consider MATS an essential part of a weapons system 

Senator Biste. General, I wonder if you would pardon an inter- 
ruption. We have just been informed that the call is for a quorum 
on the floor preceding a vote. So we shall take a short recess. 

(Recess taken. ) 

Senator Monroney. General, will you go forward with your testi- 
mony ¢ 

General Dorie. Very well. 

We were talking about our position in regard to MATS and the 
fact that we recognize the essentiality of MATS as a part of this 
weapons system. We say we don’t think the economic situation would 
support a civilian fleet capable of doing this wartime job in addition 
to everything else. We are also sure—or reasonably sure, anyway— 
that we can’t afford a MATS that is, by itself, capable of doing the 
wartime job and still do all of the other things we must do in the way 
of defense expenditures. 

That brings us, then, to this consideration of CRAF. 

Now, CRAF certainly is a thing of tremendous interest to any 
of us that are in the airlift business. It is the answer as to whether 
or not we can do a job that has to be done during the first days of 
an emergency. I think it is safe to say that no one knows whether 
CRAF is any good or not. In the 7 years it has been in existence it 
has never been tested. There have been tests, paper tests, yes; where 
it is assumed everything will happen according to test. I don’t con- 
sider those tests. We spend millions in our fleet exercises. SAC 
works every day practicing its missions, but here we have something 
that is, in effect, a component of a weapons system, a thing that in 

art, at least, must function as soon as SAC itself. It has never 

een tried. Personally, I think as presently constituted CRAF could 
not work according to plan. It is high time we find out if the civilian 
carriers can do their part and whether MATS has the capability of 
using this resource without a lot of waste. 

Now, transportation is something that, once lost, you can never get 
back. If you have delays on the ground, if you have poorly planned 
loads, you have lost something like lost time, you can never recapture. 
There is a real concern that our airlift be able to go all of the way 
into a combat zone, and some people doubt that nonmilitary pilots 
could be ordered into a combat zone against their will. I know 
MATS and the Air Force share that belief. Personally, I have no 
doubt of the sincerity and patriotism of our civilian air crews. Iam 
sure they would go all the way. But my beliefs are a long way from 
the guaranties MATS needs. 

The most shocking thing to me in this is that in all of these years 
this question of crews has never been resolved to the satisfaction of 
the Government agencies, the people that have got to make this thing 
work. 
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Senator Monroney. In effect, General, the first boys that ferried 
the planes to Europe, including the DC—3’s, and operated the flights 
through Ascension and all of the other places were the civilian airline 
pilots, brought into the ferry service by the Air Transport Command. 

General Doytz. Yes; they were, but those people were not called 
upon to go into the shooting areas at that time. I know this fear 
exists. I don’t know that it is justified, but it is a real fear, and there 
is a solution to it. We think there is a cure for this thing without the 
tremendous investment in operating costs of a greatly expanded 
peacetime MATS. We have serious doubts about the realism of the 
present civil reserve air fleet plan. We have heard much about the 
urgency of the all-out war. Most of us assume that all national 
resources would be available—for instance—all commercial aircraft. | 
It takes time to mobilize such resources even if it should be under | 
martial law. We seem to think that we can meet any lesser emer- 
gency in our stride; but, as far as airlift is concerned, this is not nec- 
essarily true. 

In a lesser emergency, it may prove quite difficult to abruptly cur- 
tail commercial-route-type airlift to any important extent. At the 
same time, tension might well be so great that the bulk of MATS 
must be poised for all-out war and not be wholly available to help put 
out the brush fire. Where, then, is the lift to come from? It must 
come from a segment of our industry that is flexible and readily 
available. 

Today CRAF provides for time to go to certain bases where neces- 
sary equipment is supposed to be stored—to install this equipment, if 
it is still in existence, and to insure that it is working properly—all 
before reporting for action. 

Senator Monroney. We had testimony today that all of that is built 
into the new planes, and most of the operating planes have been modi- 
fied for the CRAF program. 

General Doyrtz. [have read that testimony. 

Senator Monroney. I think that is the ATA testimony. 

General Dorr. I think most of the testimony applied to the jets 
that are coming out. 

Senator Monroney. I think it applied to the 4-motored planes, 
the DC-6’s and better. 

General Doytr. But those modifications are the installation of 
wiring; they are not carrying the equipment with them. They have 
to go get it, the black boxes; it has to be tested to see that it is work- 
ing right. Now, personally, I don’t believe that time exists for the 
whole CRAF to do this, but, at the same time, we have got to recognize 
that a competitive carrier cannot afford to carry around a lot of weight 
they don’t need in their business, let alone keep it in condition and 
maintain it. 

Because we have been concerned with this problem, we have studied 
it. We think that we have a proposal that will provide a more ready 
CRAF, a more ready airlift than we have at present, and that would 
do it at a minimum cost. Now, recognize that this involves certain 
new concepts, certain adjustments to previous thinking. We still 
think that it has some merit. We think a part of CRAF should be 
like a fire brigade, immediately ready to go. Built-in delays to go 
to some storage site, install equipment, test and adjust it prior to re- 
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porting for duty some 48 hours after being called, as is presently 
planned, is too long. 

This ready section, probably, would never exceed one-third the 
strength of CRAF—it might be less—it should be based on the num- 
ber of aircraft MATS could use in the first hours of an emergency. 

Only double-purpose, convertible cargo-passenger aircraft should 
be included in the ready section. Necessary communications equip- 
ment, large doors, heavy floors, etcetera, should be installed and in 
working order, not as some of the big doors are, riveted shut. Only 
Ready Reser ve personnel should be employed as regular crews for 
these aircraft, and they should have precut orders placing them on 
active duty status upon conelrad declaration of emergency. 

Each ready airplane should have a preassigned reporting station 
and an alternate and order to go there immediately the alarm is 
sounded. The remainder of CRAF should have phased reporting 
times based upon the speed with which MATS can absorb it. 

2. We only get what we pay for. Each operator of a ready air- 
plane should receive a minimum sum monthly to compensate for loss 
of ee and maintenance costs of special equipment installed. 

. To insure that the Government is getting value received, to in- 
ae that the operator is capable of perfor ming, and to insure that 
MATS is, in fact, capable of using this reserve resource efficiently, 
the ready CRAF should be tested by requir ing each aircraft and each 
crew to operate periodically in the MATS system. As a suggestion, 

each ready airplane should fly about 100 flying hours during the an- 
nual test period. Operation should be at optimum utilization. 

Assuming 2 crews per airplane, each crew should fly 50 hours’ test 
time per year. This period could be used to satisfy annual active- 
duty-training requirements for the Reserve crews. To add realism, 
tests should be conducted without prior notice but during periods 
agreed upon by Air Force-industry conference. 

“4. The ec onomy minded should not shudder at anticipated costs of 
these tests. Operating as proposed in the MATS system, the aircraft 
would be carrying loads that must be shipped anyhow. There would 
be little, if any, additional cost to the present system of MATS aug- 
mentation—we would just get a little more for our money. 

5. Ready-status CRAF operators should be given first refusal of 
such augmentation airlift that MATS may purchase from civilian 
sources. They should be required to use ready airplanes and crews 
for the purpose. Joint training accomplished in such operations 
would augment training during the test periods and would satisfy 
so inactive-training requirements for the crews. 

6. Assure sufficient traffic to support a ready CRAF by a legisla- 
tive requirement similar to that contained in the Merchant Marine 
Act. 

We should require that airlift be purchased on a basis of final 
tariffs. You were called out, sir, when I discussed this business of 
competitive bidding and gave some examples of what competitive bid- 
ding has led to, including such a thing as a $41.50 one-way fare from 
New York to Frankfurt in April of this year. 

We think that the value of a man’s time should enter into the evalu- 
ation of transportation costs, just as the question you addressed to 
Mr. Burwell a few minutes ago, the value of the cost of distributic 
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should govern the selection of transportation mode and not just trans- 
portation cost by itself. 

We appreciate the opportunity to present these ideas. We hope you 
will find them objective, and we hope the Department of Defense will, 
and we think they are worthy of consideration and, perhaps, being 
enacted into legislation. 

Senator Monroney. I appreciate the testimony and, also, the rather 
novel, but interesting, proposal that we should actually know—as we 
know in maneuvers of our National Guard and our other war games 
with our regular military forces—how it would perform under a 
requirement for immediate urge to action. 

Certainly, the principal argument that MATS has used is for their 
M-day requirement. Whether they have what they think they have 
should be of great concern to the Congress and to MATS itself. 

General Dorie. Yes, sir. The business of using two military units 
that have trained under the same rules is a difficult one until 
they have had a shakedown period together. You have all sorts of 
bugs to work out, communications, procedures, techniques, and this 
is more true as their training is dissimilar. We think these bugs ought 
to be worked out in peacetime and not wait until war starts to do it. 

Senator Monronery. You probably will not have as slow a time- 
table as we have had in previous times with ballistic missiles and the 
other things that we have seen added to modern warfare. 

General Doytx. Well, we nearly lost Korea until we could build a 
logistic system to support it, and it was a big cause of delay in getting 
started in World War IT. 

Senator Monroney. Had it not been for an airlift you probably 
would have lost Pusan, would you not ¢ 

General Dortez. I believe so. I was over there. 

Senator Monroney. It was touch and go for a week. 

General Dorie. Longer than that. 

Senator Monroney. I have asked that your organization put into 
the record the number of independent air transport companies that 
have gone out of business together with the number of pilots that they 
have lost. We would like to have the ground personnel as well. 

General Dorie. I would be glad to furnish that as well. 

Senator Monroney. That would be very helpful. Your thought 
as to certain guaranties of traffic for those in the Ready Reserve of 
planes, and the willingness to abandon whatever they are doing on a 
moment’s notice, is an idea that might properly receive the attention 
of our military planners. Your association in the military and the 
Air Force certainly would lead to correct questioning of what this 
organization, never having been tested, could do in the event of a 
sudden need for mobilization and also the gathering together of 
freight. It is freight, I think, that you are going to need to move 
at the first sign of conflict. 

General Doyze. Sir, I think the first thing that you would have 
to do or want to do during a period in which a large portion of 
MATS would be reporting to Sac or elements of SAC, would be 
clean out these accumulations of working backlog which exist in our 
ports of embarkation. Those things are all things that have been 
requested for overseas use and presumably are needed, and that is a 
ready pile of stuff that has to be moved before anything else really 
can come into the port. 
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Senator Monroney. Do you mean ports of embarkation for ocean 
transport ? 

General Doyze. No, sir, air transport, airlift, things that have 
been decided on and that warrant airlift. Where MATS works on 
a normal backlog of 3 days it often climbs to 10. This stuff it has 
been decided should go by air. It presumably is needed or the de- 
cision wouldn’t have been made. There is a pile of stuff that is needed 
and should be cleaned out while you are getting anything else moving. 

Senator Monroney. As Director of Transportation for the Air 
Force, are you aware of the comparative studies on the cost of certain 
types of airfreight that have been made by the military? There was 
testimony on this point this morning by the Harvard Business 
School. 

General Doyte. I participated in them for 4 years, sir. 

Senator Monroney. What would be your first-class freight, your 
non extremely heavy or crude stuff? What would be the overall 
charge for air shipment versus shipment from the interior to the port 
of embarkation plus crating and packaging costs and the like 
which could be saved by air? What do you consider the differential 
of certain types of freight ? 

General Dorie. I would hate to try to put precise figures on that, 
sir, from memory. In many of these things overseas packaging adds 
as much as 100 percent to the weight of the basic commodity in its 
container if it is going to go by surface means. 

Senator Monroney. That not only adds to the cost by doubling the 
freight charge on the item, itself, but behind that, the cost of buying 
the original item, plus the cost of crating has to be included. 

General Doyte. Yes, and a very important item, the manpower 
consumed in putting it in. 

Now, there are other costs tied in with that same thing, sir. It is 
almost impossible to predict the damage cost that you get or would get 
if you ship by rail versus what you do get if you ship by air. It 
involves assumptions. 

Senator Monroney. Yes, rail and ocean, too. 

General Doytz. Yes; but it is a very real cost. There is an awful 
lot of damage of that kind which is avoided by air shipment. Then 
there are these handling costs, intermediate handling. There is no 
particular reason why an aerial port of embarkation has to be on the 
seacoast. It could well be in the area in which freight is generated 
which is largely in the interior of the United States and it could load 
there, it could make a gas stop if it needed to, before taking off over- 
seas, but the cargo doesn’t have to be rehandled and a lot of this stuff 
is damaged in handling more than it is damaged in shipping. 

Senator Monroney. Isn’t it also true that on things that require 
long periods of refrigeration, airfreight would be easier, at the alti- 
tudes you fly, to carry without spoiling and without refrigeration ? 

General Dorie. Yes. In fact, some things need to be heated for the 
same reason. 

Senator Monronry. It would seem to me, from inquiries, that no one 
has ever been able to make, a proper or complete evaluation of what 
the actual difference is between conventional ground and sea transport 
and what the overage is. 

We talk about increasing the airlift. You would think that the total 
cost of freight was increased when actually what you are figuring is 
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the 10, 20, 3314 percent or whatever it amounts to, that would be added 
for the differential in the freight. 

General Doytr. Senator, there were a number of studies but they 
have been directed at particular commodities rather than at freight in 
general. For instance, several years ago we put on before the Appro- 
priations Subcommittee a study of the effect of expedited transport on 
the procurement of aircraft engines and a part of that picture was the 
added cost of airlift and a part of it came out of the reduction in 
quantity that had to be procured to fill a surface pipeline versus an 
air pipeline. Those figures are available in the Pentagon. 

Senator Monroney. I keep hearing about these airplane motors. 
That seems to be the cry they have developed, but I think there must 
be 10,000 items of freight. I am reminded of the cigarette shortage at 
the close of World War II. What was actually happening was that 
relatives here were buying up cartons of cigarettes to send to the boys 
overseas thinking they were short of cigarettes. The boys overseas 
were sending cigarettes they were buying over there back here. AI! 
of our cigarette supply was on the high seas and no one could buy 
cigarettes. 

General Doytz. Yes. 

Senator Monronry. It illustrates how large a pipeline can become 
and how demanding for inventory, just in the process of getting it 
from one place to another. 

General Doytr. You are quite right that that engine thing was a 
particular poser. 

Senator Monroney. I compliment them on that, but there must be 
10,000 items that can be shipped if someone would get their lead 
pencil sharp. If Seaboard and Western can build a business in 
carrying for commercial distribution in a chain clothing store, 
clothing that is made in Germany and if a clothing company with a 
highly competitive condition finds it cheaper to ship clothing back 
for sale here, I think we could find it cheaper to cut our inventories 
down on shoes, shirts, and other things that are now normally moving 
by ocean freight. 

General Doyie. The breaking point on that, Senator, is someplace 
around $5 a pound. I hate to throw that figure out cold because this 
is merely a figure at which the commodity is worth studying for air- 
lift. Obsolescense rates, susceptibility to damage, in-storage main- 
tenance, there are an awful lot of factors that enter into that, but 
anything costing $5 a pound should be considered. 

Have you ever seen the list Air Materiel Command has developed 
as to their high-value program ? a 

Senator Monroney. No. 

General Doyrte. I think you would find that interesting. I don’t 
have copies of that list. 

Senator Monroney. You were in the service. What percentage of 
these items on the high value list are now receiving air priorities? 

General Doytz. I would say at least 80 percent of the high-value 
items are getting airlift or consideration for airlift. This is in the 
Air Force. 

Senator Monronery. How about the rest? The Army and Navy 
also have to use the same commodities. If it is good business for 
the Air Force, why isn’t it for the other services? 
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General Dorie. It would be, sir, I think the Air Force was lucky 
to get started a little sooner, but we had testimony this morning from 
Mr. Rentzel that the Army has asked for airlift of $6 million a 
month and they haven’t been granted that by the Air Force. 

When I left over there, sir, the Army monthly requirements for 
airlift overseas was growing by leaps and bounds. Under the leader- 
ship of the Chief of Transportation, they grabbed hold of this ex- 
pedited idea and started to run with it. Unfortunately I can’t epee 
as to the progress since then, but if it has kept up at the pace it wa 
going when he left, I am sure they need $6 million a month or en 

Senator Monronry. But they are not receiving it according to the 
testimony this morning. 

General Doyte. That is right; I couldn’t say as to that. 

Senator Monronry. Thank you very much, General, for your kind- 
ness. Is there anything else you w ould like to add? 

General Dorin. No, sir; I think that is all. 

Senator Monronry. We appreciate very much your testimony. We 
are happy to have you before us. Do you have anything you want to 
add, Mr. Burwell ? 

Mr. Crayton Burwets. No, sir; I don’t think I do. It has been 
very well covered. 

Senator Monroney. I would like to insert into the record at this 
point a statement of Mr. Ralph Cox, Jr., executive vice president of 
the United States Overseas Airlines, Inc.; and a statement submitted 
by Louis P. Haftfer, Esq., on behalf of the Air Freight Forwarders 
Association. 


STATEMENT OF RALPH Cox, JR., EXECUTIVE VICE PRESIDENT, UNITED STATES 
OVERSEAS AIRLINES, INC. 


Mr. Chairman, members of the subcommittee, my name is Ralph Cox, Jr. I 
am executive vice president of United States Overseas Airlines, Inc., an air car- 
rier operating under Civil Aeronautics Board Supplemental Air Carrier Exemp- 
tion No. 47. Our home base is Wildwood, N. J. Our fleet consists of 11 DC-4’s 
and 2 DC-6 aircraft. I appreciate the opportunity to include this statement as 
part of your hearing. 

Like most of the management personnel of the supplemental airline industry, 
I have a record of wartime experience in military air transport. My company 
has stepped into the airlift gap for the military in emergencies since World War 
II. In support of the Berlin and Korean airlifts, the dramatic evacuation of 
refugees from Hungary, and construction of the DEW-line, our vital distant 
outer warning system, my company was among the commercial carriers augment- 
ing the military airlift. Our company was also among the first participants in 
the Civil Reserve Air Fleet program. We stand today prepared to answer the 
Nation’s call to service whenever and wherever needed to provide extra airlift 
in national emergencies. For several years my company has been engaged prin- 
cipally in domestic troop movements for the military. With this background 
and experience, we feel qualified to discuss airlift for national defense and 
security, the lack thereof, and the means of achieving it, all of which is germane 
to any hearings on MATS. 

That our national-defense effort suffers an airlift deficit seems to be unani- 
mously agreed on by civilian and military experts. In testimony before congres- 
sional committees studying the Nation’s defense posture, military experts have 
warned that while we are preparing for the big war we must maintain a state 
of readiness to meet emergencies resulting from small, brushfire wars. This, 
they point out, will require a highly mobile armed force, with a standby airlift 
sufficient to put down 2 fully equipped divisions anywhere in the world in the 
first 30 days of war, and another 2 in the next 30 days. These experts have 
further pointed out that, while we have the military force in being, we do not 
have a military airlift which can lift and properly support such an undertaking. 
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This is borne out by a statement of objective for 1958 issued by the Association 
of the United States Army. The third listed objective is as follows: 

“Procurement of sufficient long-range airlift to move immediately and to sup- 
port thereafter 2 divisions of this [4-division] striking force under a guaranteed 
priority for Army use.” 3 

The inability to accomplish this under present circumstances was spotlighted 
in a statement by Senator Stuart Symington, first Secretary of the Air Force and 
a leading exponent of adequate defense. Senator Symington said: 

‘“* * * the Senate has received authoritative sworn testimony to the effect 
that the military forces of the United States cannot lift and properly support a 
single division overseas * * *. The present plans for our already small combat 
army, aS compared to the army of the possible enemy, mean that tomorrow, as 
well as today, the Army of the United States will be neither mobile nor modern.” 

An Associated Press feature story about the Army’s newest “pentomic” divi- 
sion, the 101st Airborne, reported that the 101st was “fully trained and able to 
move into a nuclear war on 4 hours’ notice,’ but added ominously, “assuming 
planes are available.” The report quoted the commander of the 101st as saying 
the division “is now a fire brigade without fire engines.” The article continued: 

“The Army men here advance the argument: What good is it for us to be ready 
if the Air. Force’s troop planes are scattered all over the world hauling supplies 
and spare parts for Air Force operations?” 

Many feel that the present Civil Reserve Air Fleet (CRAF) of some 368 trans- 
port planes may be of dubious value in a war situation. Most of these airplanes 
are plush, commercial types ill-suited to strategic or tactical logistics. And in 
view of the stepped-up domestic transportation required in a national emergency, 
there is serious question whether all these planes should have to be put to 
military use. 

The mobilization airlift deficit which our national defense suffers could prop- 
erly be called the Achilles heel of our defense structure. We need airlift for 
survival. Whether the wars we face are all-out atomic, or the limited so-called 
brush-fire wars, we need airlift to win. 

It is encouraging, then, to know that Congress is aware that a great need for 
expanding our airlift capability exists and is giving attention to the problem. 
The thing that has disturbed me most about MATS’ approach to the need for 
an expanded airlift force is its ill-advised position that DC-4 equipment is obso- 
lete. This policy resulted in MATS issuing a directive declaring that it would 
no longer consider DC-4 equipment for contract work, because it was not pres- 
surized. The reasons given were safety and comfort. Now, I have no ax to 
grind, for we operate both DC-4 and pressurized DC-6 equipment. But I would 
be less than honest if I said it is safer to fly in pressurized aircraft. 

As far as comfort is concerned, it has been ballyhooed that pressurized equip- 
ment is more flexible and, therefore, can go over and around bad weather. This 
is true but to a limited degree on long overwater flights, particularly in the 
Pacific area where aircraft are generally flown westbound at low altitudes due 
to head winds. It is a well-known theory of flight that the faster an aircraft 
travels the rougher it is in turbulence. Therefore a low-flying pressurized air- 
craft (if it was faster than a nonpressurized aircraft) would have to slow down 
in order to preserve passenger comfort, since the average cabin pressure of a 
pressurized aircraft flying at 20,000 feet is approximately equivalent to the cabin 
pressure of a nonpressurized aircraft flying at 8,000 feet; the comfort then is 
more mental than physical. 

The only real advantage is in speed. And here, the difference between the 
DC-—4 and larger aircraft is not sufficient to make the DC-4 obsolete. 

“Obsolete” as defined by Webster means “no longer in use.” Well, let’s look at 
the record, and we will see that the DC—4 is filling a need and performing a tre- 
mendously important role in air transportation. Apparently, only MATS con- 
siders the plane obsolete. Statistics compiled from World Aviation Directory 
1950 and 1957 show that in 1950 the certificated airline industry had 185 DC—4’s 
in operation; in the United States last year it still had 101. In 1950 Canadian 
airlines had no DC-4’s (they did have their own version, though); last year 
they had 9. Foreign-flag air carriers increased their DC—4 fleet from 155 in 
1950 to 189 in 1957. There are 1,305 DC—4 flights per week in foreign and over- 
ocean service. Does this sound like an obsolete aircraft? 

In addition, of the 3,518 public airports in the world, 1,368 are suitable for 
DC-4 operation, while only 587 can accommodate a DC-6 or larger aircraft. 
(Source: International Flight Information Manual.) Applying the MATS test 
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for obsolescence, this would make the DC-6 obsolete—for aircraft must have 
places from which to operate in order to be useful, just as boats must have docks. 
Dunkirk proved that it isn’t always necessary to have the largest or fastest 
equipment to do a job effectively. It is necessary, however, to have equipment 
available which can meet the requirements of a particular operation. And the 
DC-4 can certainly fill a vital role in global airlift requirements. 

Instead of looking at the DC-4 as an obsolete aircraft which should be turned 
out to pasture, MATS should be taking steps to keep our DC—4’s active and opera- 
tive, because this equipment is the very backbone of our civil reserve airlift. 
MATS itself has said that our greatest deficiency is in the cargo area. Yet it has 
turned its back on an aircraft which can fill this need, capable of overocean range 
and high-load capacity. 

The true test of obsolescence, it seems to me, is whether or not a machine can 
fill a need. And when the bell sounds whether for the big war or a small out- 
break, we are going to need every available aircraft we can put into the air. 
This means that the DC—4, the C—46, and the DC-3 are of vital importance. 
Just because there are faster, more plush planes in operation certainly doesn’t 
mean that these workhorses are obsolete. They are, in fact, more flexible and 
can fill certain military airlift requirements which larger equipment cannot meet. 
Meanwhile this valuable DC—4 asset is being lost to the United States since they 
are being sold to foreign countries. 

And now I would like to comment briefly on another aspect of our airlift need ; 
aircrews. MATS is operating its airlift equipment on a 4-hour-per-day utilization 
rate. If, in wartime MATS is called upon to operate aircraft with from 70 to 
200 men aboard on a 12- to 15-hour-per-day basis, where are the air crews to 
effect this wartime expansion. A trained airlift captain with whom you would 
care to trust the lives of that many troops cannot be produced overnight. Like a 
fine surgeon, it requires 10 to 15 years to train captains with the judgment and 
experience that will enable them to operate safely with a cargo of human lives to 
any part of the world. It would be well for this, or some other congressional com- 
mittee concerned with the matter, to ask MATS for an accurate report on how 
many command pilots the service has on its rolls who are qualified to fly any- 
where in the world immediately. The answer may be startling. 


STATEMENT OF Louris P. HAFFER, COUNSEL FOR THE AIR FREIGHT FORWARDERS 
ASSOCIATION 


Mr. Chairman, the Air Freight Forwarders Association has a major interest 
in the pending proposals to require the military to utilize to a greater extent the 
services of the commercial air carriers in connection with MATS air freight. 

Air freight forwarders are indirect, air carriers fully subject to the Civil 
Aeronautics Act and must receive operating authorization from the Civil Aero- 
nautics Board as a prerequisite to engaging in business. The air freight for- 
warder has contributed substantially in the past in trying to sell the direct air 
carriers on the concept of commercial air freight, for the forwarder makes his 
living solely from that freight. It has not been an easy road for him, however, 
for not only has he had to sell shippers on the advantages of shipment by air 
but, in addition, he has encountered sustained and concerted opposition from the 
airlines themselves who have been something less than enthusiastic about shap- 
ing their thinking to the idea of freight as a possibly significant aspect of 
their transportation business. The forwarder will continue his efforts to 
sell both the shipper customers and the direct carriers on commercial freight. 
In a sense he will continue to be, as he has been in the past, the gadfly to 
the air carriers, spurring them on to think about scheduled, route-type com- 
mercial freight when many of them have otherwise been reluctant to do so. 

The air freight forwarder, therefore, as an important segment of the air 
freight transportation industry, is interested in any legislation which may be 
proposed to require the allocation of a larger share of MATS freight to the 
commercial air transportation industry. Because the hearings before your 
Special Subcommittee on Military and Air Transport have so far disclosed a 
competitive freight operation which has seriously affected the direct air car- 
riers, we would strongly support measures designed to compel the utilization 
by the military wherever possible of private commercial air carriers in common 
carriage. We believe particularly that a larger share of military traffic would 
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be of great assistance in alleviating the distressing conditions of most of the 
all-cargo carriers and in helping them pull through a difficult economic period. 

But in any legislation or directive designed to permit greater participation 
by private industry in the carriage of military freight, this association most 
urgently requests that these two safeguards be included : 

1. That with respect to any share of MATS freight they may receive, the 
air carriers should be required to integrate this freight into their common 
carrier operations rather than to handle it by fixed charter or contract. This 
guaranty is necessary in order to deter the carriers, as many have done in the 
past and as some are doing now, from concentrating their equipment and think- 
ing on military cargo to the exclusion and detriment of private commercial 
freight. We believe you would agree that simple survival of some of the all- 
cargo carriers, who would be a principal beneficiary of more MATS freight, is 
not enough if the price to be paid for it is a dead hand laid on the development 
of the commercial air freight market. 

You and your subcommittee are fully alert to the almost unlimited possibilities 
in commercial air freight. We know that you would not only not want to do 
anything to retard it, but are greatly concerned with encouraging it. Without 
the kind of safeguard proposed here, there is a strong probability that, enjoying 
the benefit of a surfeit of military freight, many of the carriers would tend to 
reduce scheduled commercial freight to second-class status to be carried on a 
when, as, and if basis. With this safeguard, the new flow of MATS freight, 
merged into the common carriage operations of the carriers, would materially 
assist in making available additional and more frequent schedules and additional 
equipment to exploit the commercial air freight market in the public interest. 

We understand that at least one of the all-cargo carriers has itself recom- 
mended the inclusion of this safeguard as a condition to obtaining more military 
freight. It is, therefore, obviously a practicable and workable condition, and 
one that is in the interest of the air carriers themselves. 

2. That the Department of Defense: .should be urged wherever feasible to 
utilize the services of air freight forf¥dsders-with respect to both domestic 
and international shipments to be consigned to the “commercial air carriers 
under any directive or legislation that may: follow. , 

Much of the Defense Department freight consigned to commercial carriage 
is and would be susceptible of channeling through forwarders and benefiting 
from the utilization of expedited forwarder services. There is no valid reason 
why the air forwarder should not participate on a service basis in the share of 
air freight which the direct carriers now receive from the military and would 
additionally receive in any stepped-up shift from MATS to the airlines on a 
common carriage basis. While the Defense Department has claimed in the 
past that the use of marine forwarders would perform no useful service in a 
large part of defense freight, this has been only since the formation of the 
MATS. Prior thereto, the Defense Department made substantial use of marine 
forwarder service. With the proposed return of substantial portions of MATS 
freight to commercial air carriage, there would be no justification for not making 
full use of forwarder functions and services in connection therewith; and the 
Defense Department should be required to do so wherever feasible. 

The air freight forwarder is a partner of, as well as a spur to, the direct 
air carriers in expediting the arrival of the “air freight age.” Equally with 
the direct carriers the forwarder is affected by most of the problems relating 
to air freight. In any future hearings on MATS practices and policies, or in 
any hearings directly or indirectly involving air cargo and air freight, we 
would appreciate the opportunity of appearing and orally submitting the asso- 
ciation’s views. 


Senator Monronry. The committee will stand in recess subject to 
further call of the Chair. 


(Whereupon, at 5:15 p. m., the committee adjourned, subject to 
further call of the Chair.) 


Xx 








